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THE FRENCH CANADIANS IN NEW ENGLAND. 


THE early history of the French Canadians in New Eng- 
land is obscure. According to Rev. E. Hamon,* a con- 
siderable number had settled there before 1776, and some 
served in the American army during the Revolutionary 
War, receiving from Congress, in part payment for their 
services, grants of land in the vicinity of Lake Champlain. 
After the rebellion of 1837 many French Canadians 
sought refuge in the mountainous regions of northern and 
western Vermont. No statistics for this early period 
appear to be obtainable; but it is probable that the popu- 
lation was small, and its growth for many years inappre- 
ciable. It was not until 1851 that the first French 
Catholic priest settled at Burlington, systematic efforts 
to organize and build up French parishes beginning soon 

* Les Canadiens-Frangais de la Nouvelle-Angleterre (Quebec, 1891). The 
book falls into two parts, the first being an elaborate discussion of the condition 
and prospects of the French Canadians in New England, and the second giving 
a detailed history of the various French Canadian parishes, with invaluable 
statistical data. A garbled and imperfect translation of the first part has been 
printed as an “‘ anti-Catholic” tract. Father Hamon’s volume, the work of an 
ardent but broad-minded Jesuit, has been a mine whose treasures later writers 
have repeatedly appropriated. 
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after, in 1858, with the elevation of Mgr. Louis de Goés- 
briand to the bishopric of Vermont. 

The great movement of French Canadian emigration to 
New England began shortly after the close of the Civil 
War, the chief determining causes being the demand for 
labor created by the growth of manufactures, and the 
relatively high wages obtainable by comparatively un- 
skilled workmen. Before the enactment of the contract 
labor law, probably the larger part of the French Cana- 
dians came at the solicitation and under the charge of 
representatives of manufacturing corporations. Adver- 
tisements of various kinds, setting forth the advantages 
to be had in New England communities, were scattered 
widely over the Province of Quebec, and were re-enforced 
by the shrewd activity of the immigration agents. It is 
not surprising that, to the average Canadian habitant, the 
prospect should have appeared irresistibly attractive. His 
family was large, his farm remote, his life laborious. 
Taxes and parish charges pressed heavily upon him, albeit 
his faith in the supreme wisdom and need of the Church 
was little shaken. Taught by the Church that he who 
brought many children into the world did God service, the 
utter disparity between the number to be fed and clothed 
and the wherewithal to feed and clothe them became 
every year more apparent. To achieve even a meagre 
living was difficult: to do more was impossible. Yet he 
knew no other life, and was cut off, by situation, poverty, 
and ignorance, from nearly every opportunity for better- 
ment. 

But the assurance of steady employment, not laborious, 
and at wages which to many must have seemed almost 
fabulous, was a tangible and irresistible appeal. The fac- 
tory offered a place, not for himself alone, but also for his 
wife and older children. The more children he had, the 
larger the sum total of the family income. So the French 
Canadians began to come, at first in small parties of young 
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men and women, then by families and companies, then by 
hundreds and thousands. Those who came first, under 
contract, sent back enthusiastic accounts of the new 
country, together with drafts for more money than the 
family at home had ever seen. Others followed in larger 
numbers and likewise under contract; and they, too, 
found employment certain, living cheap, and the opportu- 
nity for saving considerable. The prohibition of further 
contracts with mill agents did not stop, though it some- 
what checked, the flow, those who came taking the 
chances, for a while not serious, of finding work, as their 
relatives and friends had found it before them. Such, in 
brief, with only unimportant variations in detail, is the 
history of the French Canadian immigration for. every 
manufacturing centre in New England in which they are 
numerous. 

The presence of this large and increasing French Cana- 
dian element, its solidarity, and the fact that in certain 
manufacturing towns and in certain industries it has 
largely dispossessed not only the native American work- 
men, but the foreigners of other nationalities as well, have 
not failed to receive attention from many writers inter- 
ested in economic and social matters, and particularly 
from some who affect to see, in the increase of the foreign 
population, sure signs of moral and political decay. Un- 
fortunately for the purposes of scientific inquiry, any 
attempt at a thorough investigation of the subject is 
greatly hampered by the dearth of accurate statistical 
data. It may be said at once that, for the period prior to 
1890, reliable statistics, save at one point, are not to be 
had. Some incautious statements regarding the French 
Canadians, in the report of the Massachusetts Bureau of 
Statistics of Labor for 1881, called forth a vigorous pro- 
test, and led to a public hearing, a full report of which 
forms part of the report of the Bureau for 1882. A large 
amount of interesting matter bearing on the condition of 
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the French Canadians in New England was presented at 
the hearing, together with more complete statistics than 
are available, so far as I know, elsewhere. It does not ap- 
pear, however, that entire accuracy or completeness was 
claimed for them ; while much of the data professedly rests 
on estimates. Father Hamon’s book, though indispen- 
sable, deals almost wholly, so far as statistics go, with the 
ecclesiastical phases of the subject. Until 1890 the 
French Canadian population was not separately returned 
by the United States census. Canada, both English and 
French, and Newfoundland were combined for statistical 
purposes, as they still are in the statistics of immigration; 
and since the English-speaking Canadian population in 
this country has for many years been large, and in 1890 
outnumbered the French Canadians more than two to one, 
comparisons or conclusions based upon the earlier census 
returns would be of little value. 

The best idea of the rapid growth of the French Cana- 
dian population between 1865 and 1890, and its wide dis- 
persion, is to be gathered from an examination of the list 
of French Catholic parishes, with the dates of their organi- 
zation. The following table shows the number of such 
parishes formed in each of the New England States for 
each of the years indicated, together with the number of 
mixed parishes in 1890.* Of the mixed parishes a large 
proportion are predominantly French. 

The distribution of parishes, as shown in the above 
table, corresponds roughly to the relative importance of 
the manufacturing interests of the different States. The 
figures, however, indicate some interesting conditions. No 

* The table is based on data given by Hamon, op. cit., pp. 181, 228, 232, 310, 
312, 346, 350, 361, 366, 396, 400, 418, 422, 450. The parishes of Burlington and 
Swanton, Vt., organized in 1850 and 1856, respectively, are not included, nor 
twelve parishes in the Madawaska region of Northern Maine, composed almost 
entirely of Acadian French. The Acadian French, found chiefly in the ex- 
treme northern parts of Maine, along the New Brunswick border, appear not 


to have been greatly affected by the emigration from the Province of Que- 
bec, although French Canadians are doubtless numerous among them. 
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exclusively French parish was organized in Vermont be- 
tween 1872 and 1890, nor in Maine between 1872 and 
1888, although at the end of the period there were fifteen 
mixed parishes in the former State and six in the latter. 
The dispersion in Rhode Island seems to have been virtu- 
ally complete in 1882, although five mixed parishes were 
reported in 1890. Connecticut appears to have been reached 
last of all, the first French Canadian parish in that State 
not having been organized until 1880, at which date 
thirty-six parishes were in existence elsewhere in New 
England. The distinctive feature in Connecticut, how- 
ever, is the great preponderance of mixed parishes, 
indicating a population not yet largely massed in manu- 
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facturing centres or predominating over other classes of 
foreigners. Massachusetts and New Hampshire show the 
most steady growth, the greatest gains in the former 
State being from 1868 to 1877 and from 1883 to 1890. 
For all the States the years 1873-83 show the smallest 
proportional gains. It should be remembered, however, 
that a corresponding increase in the number of parishes in 
later years is not to be expected, the existing parishes, 
many of which had but small beginnings, growing in size 
and importance as the French Canadian population aug- 
mented. A number of places have more than one parish, 
among them Manchester and Nashua, N.H., Pawtucket, 
R.I., and Fall River, Worcester, Fitchburg, Holyoke, 
Lowell, and New Bedford, Mass. The relative rank of 
the States, as regards the number of parishes in 1890, is 
shown in the following table : — 


French Parishes. Mixed Parishes. Total. 

1. Massachusetts. 1. Connecticut. 1. Massachusetts. 
2. New Hampshire. 2. Vermont. 2. Connecticut. 

3. Rhode Island. 3. New Hampshire. 3. New Hampshire. 
4. Vermont. ” Massachusetts. 4, Vermont. 

5. Connecticut. 5. Maine. 5. Rhode Island. 
6. Maine. 6. Rhode Island. 6. Maine. 


As has been said, an enumeration of the French Cana- 
dian population of the United States was first attempted 
in the census of 1890. The returns showed 587,298 
French Canadians in the United States, of whom 331,804 
were in New England. That the emigration from Canada 
to this country is by no means predominantly French 
appears from the fact that the latter constitute but 31.59 
per cent. of the whole number of persons of Canadian 
extraction reported by the census. The French population 
of Canada, according to the Canadian census of 1891, was 
1,404,974,* or 29.07 per cent. of the total population of the 


* Objections were made to this figure, and the census does not claim entire 
accuracy for the enumeration. 
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Dominion. As compared, therefore, with the French 
Canadian population at home, the number who have come 
to the United States is remarkably large. How large it 
is in comparison with the total population of the New 
England States, however, may be seen from the following 
table: — 

Total Population. French Canadian 





Maine eee 661,086 38,556 
New Hampshire . 376,530 48,470 
Vermont ° 332,422 32,291 
Massachusetts 2,239,943 152,891 
Rhode Island . 345,506 $4,775 
Connecticut . 746,258 24,821 

Total . 4,701,745 331,804 


These figures show a French Canadian population of a 
fraction more than 7 per cent. of the total population of 
New England. In two States only, New Hampshire and 
Rhode Island, is it as high as 10 per cent. A comparison 
with the total foreign-born population gives the following 
results (the French Canadian column giving the numbers 
of those having one or both parents foreign-born) : — 


Total 
Foreign-born, French Canadian. Per cent. 











Maine i wd 150,713 37,776 25.06 
New Hampshire. ... . 121,101 47,719 39.40 
sn 6 ee 104,337 31,343 30.04 
Massachusetts ... .:. 1,253,926 149,046 11.89 
Rhode Island. ..... 199,969 34,225 17.12 
Connecticut 374,714 24,337 6.50 

Cs oe eK 2,204,760 324,446 14.71 


In this table, as in the preceding, the smallness of 
the result is significant. Not only are the French Cana- 
dians as yet but a small part of the total population of 
New England, but they form only a trifle more than one- 
seventh of the total foreign-born population. Relatively 
either to the total population or to the whole number of 
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the foreign-born, it is clear that the French Canadian 
“ invasion ” of New England has as yet attained but very 
moderate proportions. The dangers attending the pres- 
ence among us of this class of foreigners, if dangers there 
are, must apparently be ascribed to other causes than 
either their absolute or their relative numbers. 

Quite the largest part of the French Canadian popula- 
tion is to be found grouped together in cities and towns. 
Drawn to the manufacturing centres at the beginning by 
the influences already referred to, and finding there em- 
ployment not only steady and remunerative, but also in 
agreeable contrast to their former occupations in Canada, 
they have continued to mass themselves in the neighbor- 
hood of factories and mills, and show as yet little ten- 
dency to spread themselves widely over the country. 
Comparatively few are to be found along the seashore or 
among the mountains. Other forces, also, have operated 
to keep them together, among which their strong attach- 
ment to their religion, and their essentially social nature, 
are, perhaps, the most prominent. Taking the six New 
England States as a whole, the largest proportion of 
French Canadians will be found in the smaller manufact- 
uring towns, in a number of which they comprise almost 
the whole of the foreign element. It is to be regretted 
that data for a satisfactory determination of the numbers 
and growth of this urban population are not obtainable. 
In the three tables following are presented. figures which 
will serve for purposes of practical comparison, although 
but one of them (the second) rests on such data that 
statistical accuracy can be claimed. The first table gives 
the French Canadian population of twenty-nine cities and 
towns, from data collected by Mr. F. Gagnon, editor of 
Le Travailleur, a French paper published at Worcester, 
Mass., and presented at the hearing given by the Massa- 
chusetts Bureau of Statistics of Labor in 1881, already 
referred to. The localities selected were, according to Mr. 
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Gagnon, those “ where Canadians are to be found in great 
numbers.” * 





Places. Population. Places, Population. 
Maine. Massachusetts,— continued. 
Biddeford. . .. . 6,500 Millbury . ... . 1,800 
Lewiston. . .. . 5,000 New Bedford .. ._ 1,200 
Waterville . .. . 1,625 Northampton .. ._ 1,360 
New. Hampshire. North Brookfield . . 800 
Great Falls ... . 2,500 Southbridge. . . . 3,100 
Nashua ..... 8,000 Spencer... . . 8,450 
Rochester. . ... 600 Webster .... . 2,400 
Massachusetts. Worcester ... . 4,327 
Fall River ... . 11,000 Rhode Island. 
Fitchburg ... . 400 Manville... . . 1,400 
eee 766 Woonsocket. . . . 7,000 
Haverhill . ‘ 3,200 Connecticut. 
Holyoke . .. . . 6,500 Ree ew cnw ss « 
Rs. -@ as: « 450 Grosvenordale . . . 2,400 
Indian Orchard . 1,653 Maas lll lle CU 
Lawrence. . .. . 3,500 ieee 
Manchaug ... ._ 1,047 Total . . 81,153 


It will be noted that Vermont does not appear in the 


above table. 
The next table gives the French Canadian population 








Places, Population. Places. Population. 
Maine. Massachusetts,— continued. 
Rae ee 261 New Bedford ... 4,976 
New Hampshire. Salem . 8,462 
Manchester . 14,081 Somerville 535 
Massachusetts. Springfield 3,490 
Boston . 2,623 Taunton 1,875 
Brockton . 499 Worcester . ‘ 7,413 
Cambridge 1,923 Rhode Island. 
Chelsea 92 Pawtucket 2,089 
Fall River 18,585 Providence .. 2,638 
Haverhill . 3,098 Connecticut. 
Holyoke 9,530 Bridgeport 431 
Lawrence 4,548 Hartford . 561 
Lowell . 15,332 New Haven . 315 
Lynn 1,302 Waterbury 1,567 
Total . 101,226 


* Thirteenth Annual Report of the Massachusetts Bureau of Statistics of Labor 


(1882), p. 18, 
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of cities of 25,000 inhabitants or over, according to the 
census of 1890.* Statistics for places of less than 25,000 
inhabitants are not given by the census. 

The figures in the third table, showing the estimated 
French Canadian population of thirty-seven cities and 
towns in 1897, were secured by means of circular letters 





Places. Population. Places. Population. 
Maine. Massachusetts,— continued. 
Biddeford .. . . 10,000 Pn. » « + « « Se 
Brewer ..... 250 New Bedford .. . 15,000 
Brunswick . ... 2,500 North Adams .. . 5,000 
Fairfield . ... . 600 Northampton .. ._ 1,800 
Lewiston. . . . . 10,960 Southbridge. . . . 5,500 
Me we es es Spencer .... . 4,000 
Waterville . .. . 8,500 Springfield . . . . 5,600 
New Hampshire. OO ee 
Manchester . . . . 18,000 Waltham... . . 1,000 
Nashua... . ._ 8,000 ia 500 
Vermont. Worcester .. . . 13,000 
Burlington . . . . 5,000 Rhode Island. 
Rutland .... . 1,500 Central Falls .. . 5,000 
Winooski Falls. . . 2,900 Manville . ... . 4,000 
Massachusetts. Pawtucket ... . 4,800 
Boston. . ... . 8,200 Woonsocket. . . . 16,000 
Brockton. .... 800 Connecticut. 
Fall River . . . . 30,000 Bridgeport .... 800 
Fitchburg ... . 6,000 Hartford... . . 1,500 
Holyoke . . . . . 15,000 New Haven... ._ 1,200 
Leominster . . . . 1,250 Waterbury ... . 3,500 
me cw we st 


of inquiry addressed to local officials, prominent French 
Canadian citizens, and parish priests. The list is, of 
course, incomplete, many of the officials addressed being 
either unable or unwilling to give the information desired. 
With few exceptions, however, the replies received from 
French Canadian correspondents were evidently the result 
of careful investigation. Where different returns were 
received from the same locality, the lowest figures have 


* Compiled from Tables 52, 55, 56, 61, and 62 of the Report on Population, 
Part I. 








———$_—__—_—__ ——_~y —___ — 














FRENCH CANADIANS IN NEW ENGLAND 255 


been taken. Most, if not all, of the returns rest, doubt- 
less, upon estimates rather than careful enumeration. As 
the table stands, however, it is probably a fairly correct 
exhibit of the French Canadian population of the places 
named at the present time. 

From the foregoing tables it appears that in 1890 less 
than a third of the French Canadians in New England 
were found in places of 25,000 population or over, and 
that, of the number so grouped, 74,465, or nearly three- 
fourths, were found in the seven cities of Manchester, Fall 
River, Holyoke, Lawrence, Lowell, New Bedford, and 
Worcester. Portland, Brockton, Chelsea, and Somerville 
had no important French element; nor had any of the 
large Connecticut cities except Waterbury. In Boston 
the French were less than 1 per cent. of the foreign-born 
population in 1890. For the whole of the United States 
in the same year the French Canadians having one or 
both parents foreign-born formed .82 per cent. of the 
whole number of foreign-born. These figures seem to 
confirm the view that it is not the large cities, as such, 
that attract this class of foreigners, but the manufactur- 
ing centres, and particularly those mainly given over to 
the textile industries. Whether at the present time the 
proportionate numbers in the smaller places are as great as 
they were in 1890 is, perhaps, less certain. Of the 281,- 
660 reported from thirty-seven places in 1897, 97,760, or 
42.15 per cent., were in cities and towns which in 1890 
had less than 25,000 population each. It should be noted, 
however, that nine cities, with a French Canadian popula- 
tion of 17,859, which appear in the table for 1890, made 
no report in 1897. 

How far the data at hand will justify any very positive 
conclusions as to the growth of the French Canadian pop- 
ulation, especially at the present time, is not entirely 
clear. Some light will be thrown upon the matter by 
combining in one exhibit the places from which returns 
are available for 1890 and 1897. 
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French Canadian French Canadian 
Population, 1890. Population, 1897. 





Manchester,N.H. . ....... 14,081 18,000 
Boston, Mass... . ....... 2,623 3,200 
Brockton, Mass... ....... 499 800 
Fall River, Mass. . ......-. 18,585 30,000 
Holyoke, Mass. . .....+.-. 9,530 15,000 
Lowell, Mass... ....... ‘ 15,332 21,500 
New Bedford,Mass. ...... ‘ 4,976 15,000 
Springfield, Mass. . . . ..... 3,490 5,600 
Taunton, Mass. . .....2.++.-. 1,875 1,500 
Worcester,Mass. ......-. =. 7,418 13,000 
Pawtucket, RI... .....-. i 2,089 4,800 
Bridgeport,Conmn. . ....... 431 800 
Hartford,Conn.. ...... =. . 561 1,500 
New Haven,Conn........-. 315 1,200 
Waterbury,Conn.. ......-. 1,567 3,500 

OS. « Mok a oe ee 83,367 135,400 


The fifteen cities in the table just presented show a 
gain of 52,033, or 62.41 per cent., between 1890 and 1897. 
Making liberal allowance for overestimates in the figures 
for the latter year, the indication for these localities is of an 
extraordinary increase. Moreover, not only is the strong 
disposition of the French Canadians to congregate in the 
industrial centres clearly shown, but it is also apparent 
that the larger populations grow the fastest. Manchester, 
Lewiston, Fall River, Lowell, Holyoke, New Bedford, and 
Worcester are familiar names in the Province of Quebec. 
They stand for the greatest achievements of the race in 
the United States, the longest steps toward the realization 
of that greater New France of which some have dreamed ; 
and they naturally attract to themselves the largest pro- 
portion of the immigrants who now come. So it has been 
in the past, and so it is still. 

Nothing is more common in communities where the 
French Canadians are numerous than to hear it asserted 
with positiveness that they are multiplying with great 
rapidity, the natural fecundity of the race, together 
with more favorable conditions for survival in New Eng- 
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land than in the Province of Quebec, being adduced as 
proofs. There can, I think, be no doubt that for a number 
of years the French Canadian population among us grew 
apace. While the immigration was at its height, from 
1875 to 1890, those who came were numbered by thou- 
sands; and, as they took possession of one locality after 
another, and year by year waxed greater rather than less, 
it may well have seemed to some that the movement 
thus inaugurated would before long sweep the most of 
French Canada into the lap of New England. In the 
early years this great addition to the population consisted, 
naturally, almost entirely of the foreign-born; but, as the 
number of families increased, the natural growth of popu- 
lation began to make itself felt, so that, while the great 
majority of the French Canadians were still of foreign 
birth, the proportion of such rapidly decreased. Of the 
331,804 French Canadians in New England in 1890, 93,- 
459, or more than 28 per cent., were born in the United 
States. 

In my opinion, however, there is good reason for think- 
ing that the high rate at which, for a number of years, the 
I’rench Canadian population of New England increased is 
no longer being maintained, and that the present growth 
presents no extraordinary features. The grounds for this 
opinion are mainly three. In the first place, immigration 
in the last few years has greatly declined. There can be 
no question that the current has ceased to flow strongly 
from the Province of Quebec to any part of the New Eng- 
land States. Solicited emigration, as has already been 
observed, has ceased altogether; and the labor market is 
well supplied. Ten or fifteen years ago the Grand 
Trunk, Maine Central, Boston & Maine, and Central 
Vermont Railroads handled the French Canadian traffic 
in carload lots: to-day, on these same lines, one meets 
occasional families or small parties. For the thirty-seven 
cities and towns from which reports were received in 
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1897, as shown in a preceding table, the total number of 
estimated annual arrivals in the last two or three years, 
taking the highest estimate in each case, was only 3,750; 
taking the lowest estimate in each case, 2,800. The an- 
nual arrivals at Fall River are given at from 200 to 500, 
at Manchester, 300 to 500; Worcester, 200; Lowell, 300; 
New Bedford, 400 in 1896 ; Holyoke, “a few hundreds” ; 
Pawtucket, 300; New Haven, 50 to 100; Springfield, 150 
to 200; Hartford, 25 to 50; North Adams, 500 in each of 
the years 1895 and 1896. Ten cities and towns, having in 
1897 an estimated French Canadian population of 13,350, 
report either “ very few” arrivals or “none.” Available 
data seem clearly to indicate that the French Canadian 
immigration has largely spent its force, and that for the 
immediate future, if not permanently, the volume will not 
be greater than might normally be looked for in view of 
the numbers already here and the nearness of Canada to 
the United States. 

In the second place, while the French Canadians are 
undoubtedly a prolific race, it is open to question whether 
the natural growth of population among them is notice- 
ably greater than among other races which form parts of 
our composite American stock. From time to time we 
are reminded of the extraordinary size of French Canadian 
families, with their twelve, fifteen, and twenty children. 
That such cases are not wholly exceptional in the Prov- 
ince of Quebec there is sufficient proof, but I fancy that 
one would have to search widely and carefully to find 
many such families in New England. It is true that the 
French Canadians marry young, and that the birth-rate is 
high ; but it is equally true that the death-rate, particularly 
among children under five years of age, is also high. No- 
where, indeed, does the law of the survival of the fittest 
work more obviously or more ruthlessly than among this 
very class of our foreign population. And there is no 
sufficient reason why it should not so work. As we shall 
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see later, neither the remuneration of the French Canadians 
nor yet their standard of living is higher than that of 
others in similar occupations. A majority of them, espe- 
cially in the larger manufacturing cities, live in crowded 
quarters, not seldom amid unfavorable sanitary and moral 
conditions. Precisely the same causes which operate to 
keep down the numbers of the lower class of laborers 
everywhere — lessened initial vitality due to excessive 
numbers, poor and insufficient food and clothing, bad air, 
disease, neglect —are active among the French Canadians; 
to which should be added, as a factor of some consequence, 
the widely prevalent use of tobacco among children of 
tender age. There is no need of argument to prove that 
the inherent vitality and permanent productiveness of a 
race are shown, not by the size of the birth-rate, but by 
the excess of births over deaths; not by the number 
brought into the world, but by the number who come to 
maturity. Tested by this standard, it seems improbable 
that the French Canadians, if left to themselves, will ex- 
hibit a natural increase of population materially greater 
than that of other races similarly situated.* 

Thirdly, even though it were true that the French 
Canadians are more prolific than other races in the sense 
of showing a greater proportionate increase in the adult 
population, any such natural tendency among them would 
be likely to be checked to some extent by intermarriage 
with other nationalities. Now, while it is a fact that the 
French Canadians have been remarkably successful in 
preserving the purity of their blood, it is also the case that, 

* In an interesting article on ‘‘ The Growth of the French Canadian Race in 
America,”’ in the Annals of the American Academy of Political and Social 
Science, September, 1896, Professor John Davidson has shown that the rate of in- 
crease of the French in Canada is not abnormal, and that ‘‘ after the first year 
the proportion living at any given age varies little from the proportion among 
other Canadians.”’ Taking the census decades from 1851 to 1891, only in the 
latter year was the average size of families greater in Quebec than the average 


for all Canada, and in both 1881 and 1891 it was considerably exceeded by the 
average in Prince Edward Island, where the French are comparatively few. 
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among those now in the United States, intermarriage with 
other racial stocks is not uncommon, and is, on the whole, 
increasing. On this point some interesting statistics were 
gathered by the census of 1890. A classification of the 
French Canadian population of New England, according 
as one or both parents were born in the United States, 
Canada, or some other foreign country, shows the follow- 
ing results : — 




















3 $4 French Canadian | French Canadian 
8 fathers. mothers. 
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as | a2 ) Ss. aE. 
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a4 a. 25 me 23 £ be 
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ai | 253 | 229 | 225 | 249 | 2ee 
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Maine. . . .| 38,556 | 32,925] 2,600 200 2,251 580 
New Hampshire | 48,470 44,853 | 1,702 374 1,164 377 
Vermont... 32,291 23,521 4,968 442 2,854 506 
Massachusetts . | 152,891 | 136,412 7,595 1,906 5,039 1,939 
Rhode Island . 34,775 32,235 1,097 196 893 354 
Connecticut . . 24,821 22,592 1,024 261 721 223 
Total . . . . | 331,804 | 292,538 | 18,986 3,379 | 12,992 3,979 














The table on page 261 shows the principal combinations 
of French Canadian and foreign parentage. 

These facts seem to show no invincible reluctance on 
the part of the French Canadians to marrying outside of 
their own race, notwithstanding the obstacles which lan- 
guage and religion throw in the way of such unions. Of 
the combinations shown in the preceding table, that of the 
French Canadians and the Irish seems the most remark- 
able and the one least to be expected. Whether an ex- 
planation is to be found in the identity of religious affilia- 
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F. C. and 
: - F. C. an F.C. and | F.C. and | F.C.and 
Fant Irish. French, | English. | German. 
| ae 476 85 80 86 5 
New Hampshire . 342 143 105 76 21 
Vermont ... 281 276 167 119 19 
Massachusetts . 1,129 1,209 538 503 78 
Rhode Island. . 202 141 95 54 22 
Connecticut . . 94 188 93 49 26 
a 2,524 2,042 1,078 887 171 




















tion is somewhat doubtful, the history of Catholic parishes 
of mixed French and Irish recording numerous instances 
of serious clashing between the two races. The small 
number of marriages between the French Canadians and 
Germans is, doubtless, due in part to the relatively small 
number of the latter in New England, the number being 
considerably larger in Illinois, Michigan, Wisconsin, and 
Minnesota, where the German population is more numer- 
ous. In general, it may be said that, while the French 
Canadians prefer to marry among their own people, mixed 
marriages are not infrequent, the English-speaking Cana- 
dians, Irish, French, and English being the foreign ele- 
ments with which alliances are most readily formed. 

What has been said justifies, I think, the conclusion 
that the maintenance among us of a distinct French Cana- 
dian element, largely of one common stock, is not to be 
looked for. The falling off of immigration, the absence of 
any unusual rate of natural increase, and the tendency to 
mixed marriages, all point in that direction. Partaking 
in as full measure as their circumstances allow of the 
opportunities and advantages of American life, the impulse 
to adopt American ways, and, in consequence, the Ameri- 
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can point of view, is not likely to be permanently resisted ; 
while the disposition to remain by themselves, natural 
enough in the early years of sojourn in a foreign land, is 
decidedly weakened by increased familiarity with the 
English language and a widening range of permanent 
interests. Such religious and social influences as are 
brought to bear to induce them to maintain their solidar- 
ity, although factors of great importance in determining 
the probable future of the race in New England, are after 
all, as we shall see, essentially forces operating from with- 
out, appealing, for the most part, to no deeper motives 
than pride of place and name. To regard the French 
Canadians as a permanently insoluble element in New 
England society is, I am convinced, at once to misinter- 
pret and to disparage them. 

Turning now to the question of occupations, we find 
that the French Canadians are still, as they have always 
been in New England, predominantly an operative class. 
While the circumstances under which they began to come 
have materially changed, the field in which they then 
found assured and remunerative employment has con- 
tinued to attract them more strongly than any other. 
According to the census of 1890, 58.17 per cent. of the 
French Canadians engaged in gainful occupations in the 
United States were found in manufacturing and mechani- 
cal industries, this percentage being higher than for any 
other race. Various forms of domestic and personal ser- 
vice engaged 18.1 per cent.; agriculture, fishing, and min- 
ing, 18.87 per cent. ; trade and transportion, 8.73 per cent. ; 
and professional occupations, 1.13 per cent. The propor- 
tion of females employed was very high. The number of 
foreign-born French Canadians in gainful occupations in 
New England in 1890, according to the classification 
adopted by the census, was as follows: — 
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Total 83,531 | 34,298 || 7,434 | 54 || 620 | 299 14,849 | 2,543 || 8,664 | 442 51,964 — 
| | | 





The next table shows, in connection with the total 
French Canadian population of each State, the totals for 
all occupations and for each of the five classes of occupa- 
tions as above, without distinction of sex: — 
































"Pop pula ng 1. u. | UL IV. v. 

| EE 
Maine... . | 38,556 | 13,450 | 1,000 | 86 | 2,461 996 | 8,907 
New Hampshire | 48,470 | 20,633 | 1,167 | 118 | 3,012 | 1,486 | 14,850 
Vermont . 32,291 7,276 | 2,152 | 97 | 1,824 B56 | (2,687 
Massachusetts . | 152,891 | 64,781 | 2,257 | 446 | 7,606 | 4,510 | 39,964 
RhodeIsiand . | 34,775 | 13,212 339 | 107 | 1,634 988 | 10,094 
Connecticut . | 24,821 8,477 | 525 | 65 855 570 | 6,462 
Total ... . | 331,804 | 117,829 | 7,488 | 919 | 17,392 | 9,106 | 82,924 

















These figures show that rather more than half of the 
French Canadian population of New England in 1890 
were engaged in gainful occupations of various sorts. 
The range of employments is now wide, and tends to 
increase as the population becomes more stable, and the 
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comparative advantages of different occupations are more 
clearly perceived. To a considerable extent, the French 
Canadians now have their own physicians, lawyers, den- 
tists, and, of course, priests. Many are skilled mechanics, 
especially carpenters, painters, plumbers, masons, machin- 
ists, and engineers, while a respectable number are builders 
and contractors. Nearly all branches of trade are numer- 
ously represented, particularly such as handle the neces- 
saries and more common conveniences of life. Large 
establishments and wholesale houses, however, are infre- 
quent. Most large shops, in communities where the 
French Canadians are numerous, find it to their advan- 
tage to employ French clerks or attendants, as well as 
American. The French Canadians do not seem to like 
the sea, and very few of them are sailors or fishermen; 
but they are found everywhere in the logging camps and 
in rafting operations, especially in Maine. French Cana- 
dian policemen, firemen, and watchmen are common. 
Farming is not a favorite occupation, although many have 
taken up farms in remote places, and by industry and 
frugality have attained fair success. In some parts of 
Vermont one hears complaint of the extent to which they 
have taken possession of old and run-down farms, and 
established themselves where before scarce any foreigners 
could be found. Many, of course, are common laborers, 
or eke out an uncertain livelihood at such work as re- 
quires the minimum of intelligence and skill. The women, 
among whom work is honorable, are frequently found 
assisting their husbands or brothers in shops and stores, 
while entering largely into the skilled occupations common 
to their sex. They are not, however, as a rule, very satis- 
factory as domestic servants, comparing unfavorably with 
the Irish in this respect. 

It is as operatives, however, that the French Canadians 
are most commonly thought of, and as such that they are 
most in evidence. As the statistics show, 82,924, or 
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over 70 per cent. of the total number employed in New 
England in 1890, were in manufacturing and mechanical 
industries ; and, of this number, quite the largest propor- 
tion were to be found in factories and mills. As we have 
seen, there are good historical reasons for this; but. much 
is also attributable to the nature of the workman himself. 
From the standpoint of the employer, the French Cana- 
dian has many of the qualities of an ideal “hand.” He is 
quick to learn, active and deft in his movements. He 
is contented with his work, and, usually, with his wages ; 
and he does not expect undue consideration. Docility 
is one of his most marked traits. He is not over-energetic 
or ambitious. His main concern is to make a living for 
himself and his family, and, if that seems to have been 
attained, he is little troubled by restless eagerness to be 
doing something higher than that in which he is at present 
engaged. Above all, he is reluctant, as compared with 
the Irish, to join labor unions, and is loath to strike. His: 
easy satisfaction with moderate proficiency partly accounts 
for the fact, reported by many mill agents, that compara- 
tively few become competent and reliable foremen or 
overseers, and that the French Canadians are likely to 
work best under the supervision of some one not of their 
own race. 

How far, however, the French Canadians constitute at 
the present time a distinct factor of much importance in 
the industrial world of New England, is a question on 
which it is not altogether easy to pass a confident judg- 
ment. It is certain that for a time, when contract immi- 
gration was at its height, their numbers and their necessi- 
ties tended unmistakably to lower wages in the industries 
in which they were engaged. They were willing to work 
for less than others, and for that very reason were im- 
ported. But I doubt very much if this is as true now as 
it was formerly. The general testimony of manufacturers, 
so far as I have been able to obtain it, as well as of many 
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prominent French Canadians and local officials, is that 
the wages of French Canadian operatives are now practi- 
cally the same as the wages of others, for the same kind 
and grade of work; and, while this is not the same thing 
as saying that wages have not declined, any very noticea- 
ble decrease due to the presence of this particular class of 
foreigners would be likely to be remarked by those cor- 
respondents plainly hostile to the French Canadians. 
Moreover, although the French Canadian immigration 
has been large and rapid, it is only a small part of the 
total foreign immigration which has poured into New 
England in the last twenty years. Of the cities of 25,000 
population or over, noted in a preceding table, Man- 
chester, N.H., was the only one in which in 1890 the 
French Canadians outnumbered the Irish, while in Fall 
River and New Bedford the numbers of the two races 
were nearly equal. Only in Maine and New Hampshire 
did the number of persons having either father or mother 
French Canadian born exceed the number of those having 
one or both parents born in Ireland. There would seem 
to be no reason why any general effect upon wages 
should be attributed to the presence of the one class 
rather than the other. As a matter of fact, of course, 
wages are the result of the operation of competitive 
forces, little regardful of race lines; and, even if the 
French Canadians were, from any cause, willing to work 
permanently for lower wages, their numbers are too small 
to enable them to fix a standard, except, perhaps, for 
some small community in which they preponderate, and 
where outside competition is not effective. Of 344,610 
persons employed in manufacturing and mechanical 
industries in New England in 1890, only 82,924 were 
French Canadians. 

Where the French Canadians have the advantage of 
other classes of foreigners is in their ability to live cheaply 
and, according to their standards, comfortably on a small 
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income, and at the same time save money. To an unusual 
degree they have the virtues, not too common among the 
working classes in America, of industry, frugality, and 
. thrift. In spite of moderate ambitions they are not lazy, 
but prefer to work, if work can be had. They live at a 
minimum, spend less than they earn, and save the differ- 
ence. Savings-bank deposits, large holdings of real estate: 
and extensive ecclesiastical properties, not to mention the 
large sums formerly sent to Canada, offer abundant testi- 
mony to their “effective desire of accumulation.” But 
the French Canadian is not thereby disposed to work for 
less. He merely saves more. It is in his evident content- 
ment and prosperity, his command of financial resources as 
the fruit of economical living, that he most frequently in- 
curs the dislike of his fellow-workmen, and hears his race 
dubbed “the Chinese of the East.” Rarely is he an 
object of public charity or poor relief. It is from his own 
earnings that he pays his physician, provides food, cloth- 
ing, and shelter for his family, and buries his dead. 

I am unable to think, therefore, that the presence of 
the Canadian French any longer gives to employers ad- 
vantages which they would not otherwise possess, or con- 
stitutes to the laboring classes in New England a menace 
and a threat. The inevitable tendency to uniformity of 
condition makes strongly against the perpetuation of 
incidental distinctions.. Employers hire men, not races. 
Certainly, in comparison with many aliens who throw 
themselves upon the hospitality of the United States, the 
French Canadians represent a relatively high grade of 
intelligence and morality; and, while they have yet to 
demonstrate their permanent worth as citizens, industri- 
ally they do not seem to be playing either an objectionable 
or an unworthy part. 

For a number of years after the French Canadians 
began to come to New England, the permanency of their 
stay was generally regarded as an open question, with the 








268 QUARTERLY JOURNAL OF ECONOMICS 


indications pointing to a negative answer. Certain it is 
that the larger part of the first arrivals showed little 
disposition to make permanent homes in “the States.” 
Driven by poverty at home to seek employment abroad, 
most of them stayed only long enough to save a few hun- 
dred dollars, and then returned to Canada. So there were 
to be found along the main lines of travel two well-defined 
movements of population: one from the Province of 
Quebec to New England; and the other, somewhat smaller 
and less uniform, from New England back to Quebec. 
With every energy bent to the accomplishment of the one 
object of saving the largest possible amount of money 
in the least time, the French Canadians not only accepted 
employment wherever it was to be had and on whatever 
terms, but lived often in a manner little adapted to con- 
ciliate their English-speaking neighbors. It was essen- 
tially a shifting population, with scarce any appearance of 
permanence. The amount of money sent to Canada from 
the manufacturing towns of New England was very great, 
and formed another cause of the ill-will with which these 
aliens were regarded. Perhaps nothing illustrates better 
the marked change which has taken place in the status of 
the French Canadians than the almost complete trans- 
formation at both of these points. Very few of the 
French now return to Canada to stay, or even look for- 
ward to such a possibility ; and the amount of money now 
sent out of the country, while considerable, is very small 
in comparison with former figures. 

Among the surest indications of a disposition to per- 
manency in a foreign population are, first, the increased 
number of real estate owners, and, second, the number of 
voters. On neither of these points, so far as the French 
Canadians are concerned, does it seem practicable to 
obtain statistics at once accurate and complete; but such 
figures as are to be had are in the highest degree instruc- 
tive. The thirty-seven cities and towns from which 
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returns were received in 1897 reported 7,409 French 
Canadian owners of real estate, holding property of an 
assessed value of $13,579,158. This does not include the 
very large amount of real property devoted to religious 
and educational purposes. I have taken the lowest esti- 
mates in each case. There can be no question that the 
totals for all of the New England States, if they could be 
procured, would far exceed these figures. Both in num- 
ber and in value the holdings have increased rapidly 
in the last ten years, and the increase still continues. 
Aside from church and school property,—the value of 
which must now be reckoned among the millions, largely 
free of encumbrance,— the real estate held by the French 
Canadians is mainly residence property, though in the 
larger centres the amount of business property owned by 
them is considerable. While large numbers of the French 
still live, of necessity, in corporation tenements and board- 
ing-houses, one of the strongest desires among them is: 
to own their own homes; and, in the accomplishment of 
this object, they have availed themselves largely of the 
facilities offered by building and loan associations. It 
should be remembered that in many small manufacturing 
towns the individual ownership of real estate is rendered 
difficult through the ownership of large parcels of land 
by the corporation, and the requirement that all employees 
shall live in the tenements of the company. Mr. Gagnon, 
in his testimony before the Massachusetts Bureau of 
Statistics of Labor in 1881, gave a good case in point.* 
Grosvenordale, Conn., including Mechanicsville, had a 
French Canadian population of 2,400, of whom only 
twelve were real estate owners; Gardner, Mass., with a 
French Canadian population of only 766, had seventy- 
three owners of real estate. It is probable that a good 
deal of the residence property everywhere represents a 
relatively high cost to its owners, much of it having been 


* Thirteenth Annual Report (1882), p. 20. 
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bought on various schemes of partial payments, at high 
rates of interest. 

These figures show substantial and permanent gains. 
No less remarkable is the progress in the direction of 
citizenship. The same cities and towns from which 
statistics of property-holding have just been given report 
17,448 French Canadian voters in 1897; and this number, 
like the other, is undoubtedly much smaller than the total 
for New England. Taking into account all the circum- 
stances, the showing is highly creditable. It should not 
be forgotten that the conditions on which suffrage is 
granted are less easy in New England than in many of 
the States of the Union. While nearly one-third of the 
States extend the privilege of voting to aliens who have 
resided in the country for various periods, not exceeding 
two years, and declared their intention to become citi- 
zens, complete naturalization, conditioned on five years’ 
residence, is required in all of the New England States. 
Further, in Maine, Massachusetts, and Connecticut the 
voter must be able to read the English language,—a 
requirement of some seriousness in the case of a foreigner 
already in middle life. A suggestive feature of the 
matter is seen in the fact that, as a rule, the impulse to 
seek naturalization has come from the French Canadians 
themselves, in the persons of a few of their leaders. 
The French Canadians have never been sought after 
.and catered to, in any noticeable degree, by either of 
the great political parties; nor has their disposition to 
qualify for the franchise been greeted with cordiality 
by any class of Americans. On the other hand, it may 
be doubted whether the rank and file have as yet devel- 
oped a very keen interest in the subject. It is the leaders 
who, convinced that the race has come to stay, have 
determined to secure for their countrymen, as rapidly as 
possible, the privileges and rights of American citizen- 
ship. 
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It will be convenient to combine in one exhibit the 
statistics of voters, property owners, and valuation, for 
a number of cities and towns having a large French Cana- 
dian population, as reported in 1897. 


Estimated Estimated num- Estimated 


number of ber of owners value of 
Places. voters. of real estate, real estate. 
pO ee ee ee 600 200 $300,000 
Brunswick, Me. ...+...- 150 58 100,000 
Lewiston, Me. ; ee 800 202 623,030 
Waterville, Me........ 600 350 500,000 
Manchester,N.H. ..... . 1,350 600 900,000 
po a ee 500 —_* —_* 
Winooski Falls, Vt. . .... 350 300 400,000 
Fall River, Mass. . ..... 1,500 —t 2,000,000 
Fitchburg, ES ee ee 326 328 481,825 
Holyoke, Mam... «1... . 1,000 _—* _* 
eS ee 305 975,000 
New Bedford, Mass. . ... . 472 375 902,053 
North Adams, Mass. . ... . 450 147 816,000 
Southbridge, Mass. .... . 400 225 400,000 
Spencer, Mass. ....... 350 1,000 200,000 
Springfield, Mass. . . ... . 500 150 12,000} 
Worcester, Mass. . ..... 1,407 350 1,000,000 
Central Falls, RI... .... 650 253 750,000 
po 250 200 —* 
Powteeket. Bd. 2. 1 6 8 et 420 650 350,000 
Woonsocket, BI. . . . 2 a 1,300 500 1,500,000 
Waterbury,Conn....... 600 130 340,000 


It does not appear that the French Canadians are in- 
clined to attach themselves en masse to any one political 
party. Although the general introduction of the secret 
ballot has almost wholly done away with the coercion and 
intimidation of employees which formerly disgraced elec- 
tions in not a few manufacturing towns, the French Cana- 
dians are still somewhat prone to take their national poli- 
tics from their employer, not through fear or servility, but 
rather from a feeling that the employer, with his obviously 
greater interests, must be right. In local elections it is 


* No definite report. + “ 350 pay taxes of $50 or over.” 
t Apparently an error 
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frequent testimony that they are not to be counted on to 
support either party or any general policy, but are liable 
to put their votes up for sale, not for money, but for politi- 
cal or social concessions. The French Canadian is not 
venal, in the sense of being open to bribery with money, 
but his instinct of self-government is rather rudimentary, 
and his docility makes him the easy dupe of demagogues, 
who play upon his ignorance, his pride, or the selfish and 
temporary interest of his class or race, sometimes with 
disastrous results. 

A respectable number have held political office. The 
legislatures of each of the New England States have had, 
as some of them still have, French Canadian members; and 
the race is frequently represented in city councils and 
boards of selectmen in communities in which French 
Canadians are numerous. Other offices commonly held 
by them are those of deputy sheriff, justice of the peace, 
notary public, assessor and collector of taxes, coroner, 
and postmaster, together with positions on various State 
boards, local boards of health, and school committees. 
Comparisons at this point, for any purpose, should of 
course be made with the number of voters, not with the 
total French Canadian population. 

There remains to be considered the threefold question 
of religion, education, and language. It is at these points 
that, from the time of their first arrival in New England 
to the present day, the French Canadians have been most 
seriously disparaged and most bitterly denounced. 

The French Canadians are, with no exceptions worth 
considering, Roman Catholics. Brought up in Canada in 
the faith and practices of the Church, they cling to it here 
as there, and their children do not forsake it. In the 
early days of their sojourn in New England the Church 
in Canada was indisposed to exert itself on their behalf. 
Their coreligionists in their new home viewed them with 
suspicion and dislike as disturbers of the economic peace, 
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and their language stood as a barrier between them and 
the ministrations which they craved. In the mixed par- 
ishes of French and Irish there was frequent clashing, 
sometimes open rupture. So far as religious and moral 
training were concerned, they were as sheep having no 
shepherd. It is to Bishop Goésbriand of the diocese of 
Vermont that the credit belongs of first endeavoring to 
care systematically for these scattered and neglected 
French. Father Hamon has vividly recounted the ardu- 
ous and self-denying labors of this zealous prelate, and the 
long struggle for the acceptance and realization of his 
policy. That policy was, in brief, to gather the French 
Canadians into separate parishes under the charge of 
French-speaking priests, Bishop Goésbriand being firmly 
convinced that in this way only could the loss to the 
Church of many thousands of its members be averted. 
The extent to which this policy has been adopted may be 
learned from the list of parishes given on an early page of . 
this article. Opposed for a time by the hierarchy at Que- 
bec, and viewed askance by the authorities of the Church 
in New England, it has, nevertheless, won its way rapidly 
te a position of general acceptance. At the present time, 
wherever considerable numbers of Canadian French are 
gathered, French parishes and French priests are the rule ; 
and, while mixed parishes are still numerous, they will 
usually be found to contain either a small proportion of 
French Canadians, or else a small proportion of any other 
race. 

Along with the organization of separate parishes has 
gone, somewhat less widely, the establishment of paro- 
chial schools. These schools, under the direct charge of 
the parish priests, with teachers drawn from the various 
Catholic sisterhoods, give instruction in the usual element- 
ary subjects, in both English and French, a half day’s 
session being usually devoted to exercises in each lan- 
guage. Probably a large majority of the French Cana- 
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dian children are to be found enrolled in these schools, 
although I have not been able to obtain figures showing 
the number; and to a large proportion the parochial 
school is the beginning and end of the educational course. 
Save in a few of the larger cities, the public schools make 
little or no provision for children who cannot speak Eng- 
lish; and, while the public schools are free to all, many 
of those who most need education derive scanty benefit 
from them because of the obstacle of language. Not 
many French Canadian children complete a grammar 
school course, although the number is much larger than 
formerly ; and comparatively few reach the high school. 
The love of knowledge among them is not keen, and the 
temptation of the factory and shop is strong. ) 

These two forces of church and school are the two most 
powerful agencies for the maintenance of distinctive racial 
and social characteristics among the French Canadians. 
The authority and influence of the priest are very great. 
He is not only the religious head and guide of the parish, 
but the adviser and counsellor ef every member in it. 
To him are referred the greatest variety of questions,— 
personal and family troubles, labor disputes, political 
programs, financial and business undertakings; and, on 
each and all, his opinion carries the utmost weight. In 
the maintenance of law and order his influence is indis- 
pensable. Many a community of Canadian French owes 
its general good peace and orderliness far more to the 
priest than to the police. 

But the parochial school and the Church are also 
immensely potent in confirming and perpetuating the 
use of French as the language of common intercourse. 
With systematic instruction in the use of French, with 
French-speaking teachers and priests, and with French 
as one of the media in the services of the Church, the 
Canadian finds his incentive to learn English mainly in 
the needs of his industrial or business life. Few French 
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Canadians, when they come to the United States, can 
speak English; and the older people, especially the women, 
often do not learn it at all, even after many years of 
residence. With the young people it is different. To 
them the mastery of the: language sufficiently to make 
themselves understood is not difficult, and is, moreover, 
a valuable part of their stock in trade. But, in learning 
English, they do not cease to use French. In nine cases 
out of ten the young Frenchman learns to speak an 
imperfect English, because his chance of earning good 
wages is thereby enhanced; but he worships in French, 
and French continues to be the language of his home and 
his friends. 

In the perpetuation of the French language quite the 
strongest influence, next to that of the Church and the 
school, is wielded by the societies of St. Jean Baptiste. 
These societies, in character partly social and partly 
philanthropic, are to be found in nearly or quite all the . 
French Canadian parishes, and in many mixed parishes 
as well. The membership comprises the leading men of 
the parish, through whom, consequently, the society 
cumes to exercise great weight in parish affairs. Con- 
ducting all their proceedings in French, the spirit and 
objects of these organizations are well summed up in 
the motto, “Notre Religion, notre Langue, nos Mcurs.” 
To safeguard and advance the interests of the French 
Canadians in the United States, to preserve the unity and 
identity of the race, and especially its language, customs, 
and religion, are the chief aims of the national society of 
St. Jean Baptiste; and to these they have adhered, and 
still adhere, with resoluteness and tenacity, notwithstand- 
ing all the liberalizing and Americanizing tendencies of 
the Roman Church, and in spite of the condemnation of 
the Baltimore Congress, in 1889, in its declaration that 
“national societies, as such, have no reason for existence 
in the Church in this country.” 
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It can hardly be necessary for me to say, in this con- 
nection, that I hold no brief either for or against the 
French Canadians; and I am certainly not unmindful of 
the enormous impulse to social betterment emanating 
from the Roman Catholic Church. I can but think, how- 
ever, that the evident purpose of French Canadian leaders, 
lay and clerical, to preserve, if possible, the distinctive 
characteristics and the language of their race in this 
country, justly exposes them and their followers to criti- 
cism and suspicion. Protestations of loyalty and patriot- 
ism, while doubtless sincere, nevertheless ring hollow to 
the average man, when accompanied, as in this case, by 
zealous and systematic measures to keep themselves 
apart. Whatever the reality may be, the appearance is 
un-American. Neither the spirit nor the conditions 
of American life are favorable to the maintenance of 
distinct groups of population, bounded by lines of race, 
and kept together by the twin forces of a common lan- 
guage and a common religion; and so long as the French 
Canadians, either of their own motion or under the direc- 
tion of their leaders, occupy such a position, no amount 
of property-holding, no general exercise of the suffrage, 
and no patriotic declarations or services will suffice to 
remove the impression that they are still, in essential 
spirit, aliens and foreigners, living among us because to 
do so is pleasant and profitable, and not because they 
genuinely mean to become one with us. 

While, however, the attitude of the French Canadians 
at this point seems to me to call only for condemnation, I 
am not inclined to think that the evils likely to result 
from it, save to the good name and influence of the French 
Canadians themselves, are very serious. The very policy 
of isolation, putting the race as it does on the defensive, 
seems doomed in the nature of things to failure. For that 
policy rests upon the theory that a distinct national type, 
formed in one country during generations of undisturbed 


























FRENCH CANADIANS IN NEW ENGLAND S77 


growth, can be made to persist in another country where 
nearly every essential condition of life is wholly different, 
and where every economic and political consideration de- 
mands readjustment and change. For such a_ theory 
there is no sufficient justification in experience. Indeed, 
there is no need to look beyond the present situation in 
‘New England, so far as the French Canadians are con- 
cerned, to see how little the theory actually works as it is 
intended to work. In spite of every effort to prevent it, 
the use of French as the language of common life is 
steadily giving way before the demands of industry, the 
desire for active political equality, and the influence of 
the free public schools. Among the younger native-born 
generation in particular, the desire to remain in any sense 
a peculiar people is very much weakened. That New 
England has any reason to apprehend the creation of an 
imperium’ in imperio, either social, political, or religious, 
I think there is exceedingly little ground for believing. 
Nor do I believe that such an idea, whatever its particular 
form, has at the present day the firm hold that it once had, 
even among the French Canadian leaders themselves. 
At the same time, the reactionary policy of which I have 
been speaking has a moral influence which should not be 
underestimated, and which is likely to retard, though it 
cannot prevent, the inevitable absorption of the race in 
the cosmopolitan American people. 

Absorbed or not, however, the French Canadians are in 
New England to stay. When the emigration first began 
to assume considerable proportions, the threatened depop- 
ulation of Canadian parishes, and the probable loss to the 
Church of many who went, caused wide-spread alarm in 
ecclesiastical quarters; and bishops and clergy made every 
effort to discourage and check the movement. Failing in 
this, and the occasion for opposition being partially re- 
moved by the organization of French Canadian parishes 
among the emigrants, there was started the agitation 
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known as repatriation, having for its object the return of 
the French to Canada. In 1875 the legislature of Quebec 
appropriated $60,000 in aid of immigration, to encourage 
the opening and settlement of new lands. Part of this 
sum was used to induce French Canadians in New Eng- 
land to return, and an agent was appointed for the pur- 
pose; but the whole scheme failed almost completely, so 
far as the United States were concerned. To-day one 
hears nothing of repatriation. The Church in Canada no 
longer actively opposes emigration ; and Father Hamon’s 
book, with its outspoken championship of the policy of the 
French Canadian leaders in New England, is dedicated to 
Cardinal Taschereau. Of the thousands who have come, 
a very small number have ever gone back permanently to 
their old homes. Many have essayed to do so, only to 
find their former surroundings no longer attractive ; and 
in a short time they have come again. The old people 
still cherish the idea of an ultimate return to the land of 
their fathers, but with the others such an idea has hardly 
the substantiality of a pleasing hope. They still speak of 
Canada with affection, but it is here that they will end 
their days. 

In matters of every-day habit and appearance there is 
still much that is distinctive, and not a little that is 
picturesque, about the life of the French Canadians in a 
New England community. They are still much inclined 
to live by themselves, in a particular section of the town 
or city. In some larger places a few individuals and 
families have attained a measure of social equality with 
native Americans. For the most part, however, they are 
regarded as a class apart, and associate but little with 
persons not of their own race. Nowhere do they seem to 
be looked upon, as a class, with entire favor, and in 
private are often spoken of with contempt; but their 
work is necessary, their trade important, and their polit- 
ical support not to be despised. The women are fond 
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of dress, and in their early years are often unusually 
attractive; but, with hard work and many children, they 
fade quickly. The older people complain that the 
younger generation spends its money too freely, and that 
frugality and thrift are less general than formerly. 
Whether such is the case I have no means of knowing. 
All classes are fond of ceremonies, and make much of 
weddings, funerals, and church festivals. Even under 
untoward conditions the general tone of life is buoyant 
and friendly, as of those who take the world with a light 
heart. 

What the immediate future of the French Canadians 
in New England is to be belongs rather to prophecy than 
to such a discussion as has been here attempted. It may 
be pointed out, however, in conclusion, that their perma- 
nent worth, as an element in the population, is pretty 
certain to be measured by the extent to which they con- 
tribute to the economic sanity and the good citizenship’ 
of which the country is just now particularly in need. 
Whether they have within themselves the ability to pass 
from the position of laborers, operatives, and small trades- 
men into that of leaders of industry, only time can show. 
At present the indications are not altogether hopeful. 
Politically, they are too few in number to exercise more 
than local influence; and even that will assuredly be 
minimized, unless they identify themselves completely 
with the American spirit which they profess to love. The 
time for apprehension, if such there ever was, lest our 
institutions should be overborne by this “horde of indus- 
trial invaders,” is past. The dangers of the future are for 
the French Canadians, not for us. 


Wiitt1AM MaAcDOoNALD. 
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THE BANK-NOTE SYSTEM OF SWITZERLAND. 


THE industrial activity of Switzerland does not rest on 
conditions as favorable as those of most other countries. 
Of its surface, small at best, a great part is occupied by 
mountains. It is surrounded by four great countries, all 
maintaining a policy of protection. It is shut off by the 
Alps from its neighbors on the south and east, and only 
within the last fifteen years has been enabled to carry on 
trade with Italy and Austria through the Gotthard and 
Arlberg tunnels. It has no mercantile marine and no col- 
onies. Nevertheless, Switzerland has a flourishing trade 
and highly developed manufactures. Careful statistical 
inquiry indicates that, in proportion to population, its 
trade is threefold that of France and exceeds that of 
England by 40 per cent. Year by year development goes 
on and calls for new facilities. Such facilities private ini- 
tiative is free to create; but the state often finds it 
difficult to act. Under the federal organization, each 
Canton regards with pride an independence which has en- 
dured for centuries. In a democracy, each citizen feels 
that he is sovereign, and habitually gives expression to 
his wishes through referendum and initiative. Interests 
are divergent, there are differences of language and re- 
ligion, sometimes each valley has customs of its own: 
hence it is not easy to devise a policy satisfactory to | 
| 





all. The Swiss by no means lack national feeling. 
So much is proved by the keen attention given to such 
questions as the acquisition by the state of the railways, 
the establishment of general insurance against accident 
and sickness, the maintenance of public schools by the 
Confederation. It is true also that the average of intel- 
ligence is high. Nevertheless, it is inevitable that a large 
number of voters should have an insufficient understand 
ing at least of the technical aspects of legislative propo- 
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sals, and therefore should not be able to reach an intelli- 
gent and clear opinion on all questions presented to them. 

In the financial field, on the 28th of February, 1897, a 
new institution, the proposed Federal Bank, was rejected at 
the referendum. It is intended here to give the reader an 
account of this institution, of the grounds for its proposal 
and the causes of its rejection, and of the bank-note system 
of Switzerland in its historical relation to the new plan. 

The Swiss bank-note system had its origin in the needs 
of trade. It arose from private initiative among the mer- 
chants, whose interests primarily it served. The rapid 
industrial development of the second third of this century 
called for a medium of exchange at once more convenient 
and cheaper than the bulky silver money. The Cantonal 
Bank of Bern, founded in 1834, was the first banking in- 
stitution in Switzerland which undertook the issue of 
notes. Others shortly followed. At the close of 1862 
there were sixteen banks, with a paid-in capital of 37,780,- 
000 francs and an average circulation of 18,756,000 
francs. In 1875 there were thirty-two banks, with a cir- 
culation of 77,300,000 francs; in 1881 thirty-six banks, 
with a circulation of 99,400,000 francs. At the present 
time there remain thirty-four banks, whose total issue 
exceeds the sum of two hundred millions, and will in- 
crease still further in the immediate future. As recently 
as 1871 the note circulation per head of population was 
no more than 9.25 francs. At the close of 1896 it had 
risen to 63.05 francs per head, and in coming years will 
unquestionably reach a still higher figure. 

Before the federal act of 1881 there was no legal regu- 
lation, or only partial regulation, of the conditions of issue. 
The first banks of issue were in no way restricted by the 
Confederation. Until the year 1882 there was no ques- 
tion of supervision or control. From time to time the 
individual Cantons undertook legislation, but in entire 
independence each of the other. Hence all varieties of 
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policies were exemplified. Sometimes issue was restricted 
to a certain percentage of capital, sometimes a minimum 
reserve for notes was required, sometimes there were taxes 
on issue. Provision was made in some instances for the 
legal procedure in case of non-payment of notes on presen- 
tation. But in no case was there any provision pledging 
any part of the assets to the note-holders or giving them 
any priority over other creditors. Some Cantons con- 
tributed a portion of the capital of the banks, and so 
shared in their profits. A few Cantons declared them- 
selves liable for the obligations of their cantonal banks; 
but note issue was never dependent on the consent of 
the public authorities. Their articles of association or 
statutes once approved, the banks secured the right of 
issue. The business operations which they could carry 
on were in no way limited, and they undertook without 
restriction a series of operations which are commonly held 
to be inconsistent with the functions of a bank of issue. 

The conditions under which issue took place were not 
more various than were the notes themselves, which dif- 
fered in their form, in their denominations, and in the 
designation of the specie in which they were payable. In 
the last-mentioned respect there was a perfect chaos. The 
banks of Basle and of Geneva issued notes payable in 
French francs, those of St. Gall issued gulden notes, the 
bank at Ziirich Brabant-thaler notes, the banks of Bern 
and of Vaud five-franc notes. 

As between the banks, there was at the outset no con- 
certed action. On the contrary, they regarded each other 
with suspicion, and perhaps with hostility. Each bank of 
issue saw a rival in the others, and regarded the appear- 
ance of other notes in its own territory as a usurpation. 
To assure more ready circulation for its own issues, the 
notes of other banks were refused or received at a dis- 
count. There was no regular official publication of the 
condition of the banks, and the note-holders were in no 
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position to ascertain the strength of their claim. Through 
these various defects the banks did not fulfil the expecta- 
tions which had been raised in regard to them. Their 
notes had no ready circulation, and were a defective in- 
strument of credit, limited to a small circle. 

The first remedy came in the coinage legislation of 1850, 
introducing the franc system. But the banks themselves 
also introduced improvements. Associations (Konkordate) 
were formed for the exchange and redemption of notes, 
for the issue of drafts, and for uniformity in the manage- 
ment of discounts. These were steps in the right direc- 
tion, and would have secured great advantages, had all the 
banks, or at least the greater number, taken part. But 
diversity of interests caused constant friction, and only 
a minority of the banks acceded. Even those which 
joined still regarded chiefly their own interests, looked to 
their own cash and their own circulation, discounted or 
refused discounts according to their own individual con- 
venience. Hence the associations proved fruitless pre- 
cisely in those periods of crisis when they should have 
been most useful. The situation during the Franco-Ger- 
man War of 1870 served more particularly to bring into 
relief the defects of the system of issue. During that 
time the whole machinery of credit in Switzerland came 
to a standstill. Extraordinary legislation in the form of 
stay laws and of measures for the procurement of specie 
from abroad proved necessary to meet the crisis. 

A number of capable statesmen and men of affairs now 
joined in an effort to secure improvement. It was only 
after a series of fruitless endeavors that a change in the 
constitution was finally secured in 1874 by the adoption 
of Article 39, which gave to the Confederation the right 
to regulate the issue of notes, under the express condition 
that it could establish no monopoly of issue.* 


* The language of the article is: ‘‘ The Confederation is authorized to pre- 
scribe by legislation the conditions for the issue and redemption of bank-notes. 
But it may establish no monopoly for the issue of notes, and may prescribe no 
legal obligation for their acceptance,”’ 
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The first legislation based on this constitutional amend- 
ment was passed in September, 1875, but was rejected by 
popular vote April 23, 1876. It was not until March 8, 
1881, that the act now in force for regulating bank- 
note issue was passed. Its important provisions may be 
stated as follows. Authority for the issue of notes is 
given by the Federal Council, and, so long as the require- 
ments of law are complied with, may not be refused. 
The Confederation assumes no liability of any sort for the 
issues. Each bank is responsible for its own notes alone, 
but is obliged to accept the notes of other banks at par, 
so long as the other banks maintain redemption. With 
this exception, no one is obliged to accept bank-notes in 
payment. The notes are not a legal tender, as are the 
notes of the Bank of France and the Bank of England. 
The total issue of any one bank may not exceed twice its 
paid in and unimpaired capital. The Federal Assembly 
has the right at all times to fix the amount of the total 
issue, and to determine the apportionment among the sev- 
eral banks. Forty per cent. of the outstanding circula- 
tion is always to be covered by a reserve of specie, which 
must be kept separate from the other cash held by the 
bank. This reserve for the notes may not be used for the 
other operations of the banks. It may be used solely for 
the redemption of notes, and is pledged as a separate fund 
for their payment. The remainder of the note issue — that 
is, sixty per cent. — must be covered in one of the follow- 
ing ways : — 

(a) By the deposit of securities. 

(6) By the guarantee of the Canton within whose ter- 
ritory the bank has its main seat of business. 

(c) By commercial paper; provided, however, that 
the bank limits its operations by excluding 
therefrom the following kinds of business : — 
1. Advances without security; 2. Sale or pur- 
chase for future delivery (auf Termin) of goods 
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or securities, on its own account or on behalf 
of others, or the assumption of guarantee for 
such transactions; 3. The purchase of real 
estate beyond what is needed for the bank’s 
own business; 4. The conduct or promoting of 
manufacturing or trading enterprises, trade in 
the precious metals alone excepted; 5. Insur- 
ance business; 6. The emission as underwriters 
of shares or bonds, excepting Swiss public 
loans; 7. Participation in firms which carry 
on the prohibited operations. 

A note which a bank fails to pay may be legally pro- 
tested, and thereupon, after a time to be fixed by the fed- 
eral courts, compulsory liquidation of the bank is to ensue. 
The banks must hand in to the Federal Council weekly 
reports of their situation, monthly balances, and yearly 
accounts. These documents are inspected, published, and 
their results presented in statistical form by the Inspector 
of the banks of issue. That official also undertakes the 
execution of the regulations as to the conduct of business 
by the banks, and the manufacture, at the expense of the 
banks, of uniform paper for the notes. A tax on the notes 
for the Confederation is imposed at the rate of one per 
thousand, while the Canton may impose taxes not ex- 
ceeding six per thousand. 

Even before the failure of the bill of 1875 the banks 
had been led on their part to take steps to improve the 
situation. A new association was formed, broader both in 
scope and in membership. It sought to secure, in addi- 
tion to the various arrangements for the mutual accept- 
ance and redemption of notes, a larger development of 
drafts and checks. This was followed in 1882 by still 
another agreement, which had for its object the introduc- 
tion of a clearing-house system. The Centralstelle der 
schweizerischen Emissionsbanken was established, under the 
supervision of a committee appointed by the banks. It 
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was administered by one of the larger among the asso- 
ciated banks,— since 1887 by the Cantonal Bank of Ziirich. 
The main provisions of this agreement, which is still in 
force, are as follows: Each of the banks has to keep a 
deposit with the central bank, on which no interest is 
paid. Clearings are effected by debit and credit on each 
account or by remittance of cash. The depositing bank 
alone can dispose of its deposit. The amount deposited 
may be treated by the bank, if it so wishes, as part of the 
required reserve against its note issue; but in this case 
the bank can dispose only of so much of its deposit as is 
not needed to make up the 40 per cent. cash against its 
notes. The banks open accounts with each other for the 
settlement of note transactions, which can be disposed of 
in their entirety through the clearing house. Creditor 
banks may at any moment require the satisfaction of their 
debts. If cash should be demanded, the debtor bank 
may comply by turning in notes of the creditor bank. In 
general, the creditor has the right to determine in what 
way his demands shall be met. Mutual credits are set off 
against each other. The central bank informs the mem- 
bers and also the federal government, each Monday, of 
the amount of the several deposits, and is required, on re- 
quest of the government officers, to give telegraphic infor- 
mation at any time within business hours of their amount. 
In fact, it is subject to control by the federal government 
to the same extent as any bank of issue. The latest 
changes in this agreement date from the year 1887, and 
regulate further the draft and check arrangements be- 
tween the several banks. 

These revised articles of association and the provisions 
of the act of 1881 were expected to remove the defects of 
the Swiss bank-note system. But the development of the 
clearing-house system, even though it continues to exist 
to this day, was far from satisfactory, largely because of 
certain prejudices on the part of the banks themselves. 
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The conviction was reached in many quarters that the act 
of 1881 also did not remove the main evils. These evils 
were the insufficient amount of cash at free disposal, undue 
increase of obligations on short time, lack of credit for 
the notes in foreign countries, and, above all, the absence 
of a united and consistent discount policy as a means of 
maintaining an ample cash reserve. It was believed that 
these difficulties, leading to danger more particularly in 
times of crisis, were the consequence of plurality of issue. 
The demand arose in many quarters for the establishment 
of a financially strong central institution, possessed of a 
monopoly of issue, such as economists of note had already 
advocated as early as the decade 1870-80. 

The bank-note gradually became a more and more impor- 
tant part of the machinery of exchange. Gold rarely 
appeared in every-day circulation,— a result doubtless in- 
evitable from the position of Switzerland in the Latin 
Union, and from the steadily unfavorable balance of trade. 
The growing importance of the bank-note appears suffi- 
ciently from the following figures : — 


Proportion 
of cash to 
Number Average notes Average notes Average effective 
of banks. issued. tn circulation, cash. circulation.t 
1882 29 fr. 102,318,000 fr. 89,601,000 fr. 51,746,000 58% 
1883 29/33 108,019,000 96,864,000 57,407,000 62.9 
1884 33 128,522,000 114,017,000 63,578,000 60.0 
1885 33 135,902,000 123,431,000 65,511,000 57.2 
1886 33 137,886,000 127,064,000 66,723,000 57.3 
1887 34 142,019,000 134,835,000 75,666,000 61.6 
1888 34 150,320,000 139,637,000 74,161,000 58.7 
1889 34 153,494,000 145,461,000 76,255,000 57.3 
1890 35 161,342,000 152,444,000 80,943,000 57.6 
1891 36 181,522,000 163,487,000 84,892,000 57.1 
1892 34 177,238,000 163,344,000 88,933,000 59.5 
1893 35 176,685,000 167,369,000 89,413,000 58.0 
1894 34 180,585,000 171,285,000 92,492,000 58.3 
1895 34 185,834,000 179,221,000 93,649,000 55.8 
1896 34 197,310,000 190,155,000 95,713,000 53.9 


t+ “‘ Effective circulation ’’ means the notes in the hands of the public, ex- 
cluding those held by banks of issue. 
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In the period covered by this table a complete change 
had taken place. In every-day transactions, notes almost 
completely superseded specie. What specie remained in 
the country was held by the banks in their reserves. Sil- 
ver and paper alone were in every-day circulation. The 
uneasiness which this change aroused in the public doubt- 
less was not entirely justified. It was part of the develop- 
ment of credit, which took place in Switzerland as in other 
countries. The change from specie to a representative of 
specie caused apprehension of a deterioration or deprecia- 
tion of the medium of circulation; but no such result has 
ensued even to the presentday. The Swiss banks of issue 
are sufficiently strong: so much is secured by federal con- 
trol. What they lack, at least in part, is a sufficient 
supply of cash for periods of stress, when unusual demand 
for specie arises and a run may be made. While the 
eventual payment of the notes is in no way doubtful for 
any single bank, there is ground for fear lest in times of 
crisis, and especially in case of war, their immediate 
redemption may not be maintained. 

The Federal Council, though convinced of the necessity 
of the centralization of note issue, nevertheless acted on 
the request of the Assembly, and framed a bill revising 
the laws on the basis of the existing system. In the report 
accompanying this bill (June, 1890) the Council stated 
that, even as revised, the system would not be definitive 
and satisfactory. Such a system could be secured only by 
the establishment of a state bank equipped with a monopoly 
of issue, and required to maintain an adequate supply of 
specie and an unimpaired standard of value. No doubt, 
absolute security would not be attained even by this 
arrangement; but it would bring a higher degree of se- 
curity against possible contingencies and inevitable crises. 
Meanwhile the idea of centralization had gained ground 
in the legislature also. The bill prepared by the Federal 
Council was rejected without discussion in the lower house 
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(National Rath), and the Council was requested to pre- 
pare in its place a revision of the article of the constitution 
relating to bank-notes, in such manner as to provide for 
the exclusive right of issue in the hands of a central bank 
to be established by the Confederation. The new article 
of the constitution, prepared under these conditions, was 
accepted by the people on October 18, 1891, by a vote of 
230,108 against 157,853.* 

This change in the constitution made it possible for the 
Federal Council to proceed to the preparation of an act for 
the establishment of a state bank. It will be noted that 
one important question was not decided by the terms of 
the amendment,— whether the bank was to be a state bank 
or a joint-stock bank. The choice so given had been inten- 
tional. It had been feared, no doubt with reason, that the 
immediate decision of this question would have divided 
the advocates of centralization into two parties, advocating 
respectively a state bank and a private corporation, and © 
that this division would have made it possible for the 
opponents of centralization to defeat the entire project. 
It was hoped also that the postponement of this decision 
would make it possible to clarify the opinions and interests 
of the various elements to be affected,— the Cantons, the 
cantonal banks, the other banks of issue, the different 
political and economic parties. Hence in this first step 
the attempt was made only to unite all those who were 

* The article reads as follows: ‘‘ Authority to issue bank-notes and other sub- 
stitutes for money belongs exclusively to the Confederation. The Confederation 
may exercise this authority either through a state bank, which shall be under 
separate administration, or may delegate it (subject to repurchase) to a central 
joint-stock bank, administered under its supervision and with its co-operation, 
It shall be the main duty of the bank so equipped with monopoly to regulate 
the circulation of money and to facilitate payments. The profits of the bank, 
over and above interest on its capital, or a reasonable dividend on share capital, 
after sufficient retention for surplus, shall be divided up to at least two-thirds 
of the amount among the Cantons. The bank and its branches may not be 
taxed by the Cantons. The Confederation may not compel the acceptance of 
the notes and other similar representations of money, except under necessity in 


time of war. The legislation of the Confederation shall provide as to the seat 
of the bank, its organization, and the general execution of the present article.” 
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satisfied that the existing system was untenable, and were 
in favor of some sort of monopoly. For the moment the 
desired result was attained, the amendment being accepted. 
It should be mentioned, however, that this success was 
due in good part to the provision by which two-thirds of 
the profits were to be distributed among the Cantons. 

The federal department of finance, to which the Coun- 
cil intrusted the more detailed elaboration of the project, 
was confronted with the necessity of making a decision in 
favor of one or the other principle. In January, 1894, the 
principle of a pure state bank was adopted ; and a measure 
framed on this basis under the title “ Federal Act of June 
18, 1896, for the Establishment of a Swiss Bank of Issue,” 
was submitted to the people on the 28th of February, 1897. 
The contest had been bitter in the Assembly, and was 
waged bitterly for weeks before the vote in the press and 
before the public. The final vote by referendum, on Feb- 
ruary 28, 1897, was in the negative. The majority against 
the project was some 60,000 votes. 

Although the bill was thus rejected by the Swiss 
people, its details may be of interest to students of finan- 
cial legislation ; for the institution which it was proposed 
to establish was of unique character. Central banks hav- 
ing a monopoly of note issue are common. Indeed, 
the trend of policy in European countries, certainly on 
the continent, is in this direction. But a bank owned 
and administered, not by a privileged corporation, but 
directly by the state, and moreover by a democratic state, 
would be an important departure from existing practices 
and traditions. Further, the measure was framed with 
great care as to every detail. Opinions and proposals 
were invited from the representatives of the existing 
banks of issue; experts were requested to present plans 
of organization; public men were asked to state their 
opinions; jurists were requested to report on the princi- 
ples of international law applicable to state banks and 
private banks in times of war. The result of this careful 
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and methodical procedure was, as the debates in the legis- 
lature and in the press made clear, that the plan was 
elaborated with success, and, so far as its technical details 
were concerned, was admitted by its opponents to give no 
occasion for criticism. In the Appendix will be found 
the text of the bill, which must have an important influ- 
ence on the future financial history of Switzerland, and 
may have its effect on that of other countries as well. 
Some comment may be welcome on its provisions and on 
their bearing on the present banking situation in Switzer- 
land. 

In accordance with the familiar principle that bad 
money displaces good, credit money in the form of notes 
has in large part displaced specie in Switzerland. Full- 
value specie serves for transactions with foreign countries. 
The less valuable substitute, the bank-note, must suffice for 
domestic requirements. This change in the medium of 
exchange, brought about by the banks of issue, imposes 
upon them the moral duty of seeing to it that the coun- 
try is not bared of specie, and that a sufficient supply 
remains for the needs of trade in different sections and in 
different branches of industry. For those banks (to be 
sure, a minority) which conscientiously endeavor to fulfil 
this duty, the task is difficult, because, as has already 
been pointed out, the international trade of Switzerland, 
both from general economic causes and in consequence of 
the tariff policy of other countries, tends to drain the 
country of its specie. This situation is still further ag- 
gravated by the stipulations of the Latin Union. For 
reasons which there is no space here to consider, Switzer- 
land has little specie of its own coinage. The total 
coinage to December 31, 1896, was : — 


35,000,000 francs gold. 

10,630,000 francs silver. 

25,000,000 francs subsidiary silver. 
5,775,000 francs nickel and copper. 


Total, 76,405,000 francs, 
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or 25.85 francs of Swiss coin per head of population. 
But the specie of Swiss mintage probably does not consti- 
tute a quarter of the total circulating in the country. 
All told, the specie of domestic and of foreign mint- 
age together constitutes only about 60 per cent. of the 
total circulating medium; that is, of specie and notes 
taken together. The annual imports of Switzerland ex- 
ceed the annual exports by more than 300,000,000 francs. 
The difference must be paid, and explains why little 
specie remains in Switzerland. It is used to meet for- 
eign obligations, and obviously is far from sufficing for 
that purpose. Each year many millions of frances of for- 
eign drafts, especially drafts on Paris, must be procured. 
Hence foreign exchange, and especially exchange on Paris, 
is always in demand, and year in year out is almost con- 
stantly quoted above par. This state of things gives 
rise to active speculation. Large quantities of specie 
are regularly sent out by banks and others, exchange 
being drawn against the shipments so made. A small 
number of the banks of issue (the majority, unfort- 
unately, take no concern in the matter) have then to 
undertake the thankless task of recovering the specie, and 
securing a sufficient supply to maintain note redemption 
and satisfy the demand for discounts. They buy back 
the exported specie by the wagon-load at an expense 
which for certain of these institutions amounts to over 
200,000 francs annually. Damaging as these speculative 
excesses are to the public interest, the individual banks 
are helpless against them. The proposed Federal Bank, 
equipped with monoply of issue and entrusted with the 
duty of regulating the circulating medium, could have 
put a check on them, especially by a wise discount policy ; 
while by an extended clearing-house system it could have 
provided more fully for the needs of trade. The Reichs- 
bank of Germany, which has a similar position, accom- 
plishes the task for Germany; and it was to be expected 
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that the Swiss Federal Bank could accomplish it for 
Switzerland. 

With the present system of plurality of issue, the one 
thing lacking is a consistent, courageous, and single- 
minded discount policy. This is the cardinal evil; and 
experience has demonstrated, at least in Switzerland, that 
it is due to freedom and plurality of issue. Now the 
most essential task in the issue of notes is the proper and 
conscious control of discounts, by which alone the fluctua- 
tions in the demand for money can be regulated in such 
manner as to protect the domestic supply. Switzerland, 
small as is its territory, is not only independent politically, 
but also forms a separate industrial territory. It therefore 
needs such a discount policy for the protection of its cir- 
culating medium. In view of the many and disunited 
banks of issue, no consistent and steady policy can be 
maintained by them. The individual banks, or at least 
the majority among them, are not in a position to judge 
of the international money market, and, even were they 
able to do so, lack the means for appropriate action ; and, 
moreover, some among the banks refuse to take public- 
spirited action in the interest of the whole community. 

It is true that since June, 1895, there exists a so-called 
Discount Committee appointed by the banks, composed of 
five of the more important banks of issue and presided 
over by the Bank of. Basle. This committee fixes from 
time to time a maximum rate of discount, obligatory upon 
the members; but the arrangement, though it must be 
admitted to have achieved something, is not adequate 
to the task in hand. Too much play is left to the individ- 
ual banks. Moreover, the competition of other important 
banks, not issuing notes, often prevents the associated 
banks from meeting the needs of the country without in- 
juring themselves. Hence it not infrequently happens 
that, while not acting exactly in opposition to each other, 
they do not give effective mutual aid. The conclusion 
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had thus been reached in many quarters that the only 
remedy was to be found in the abolition of the system of 
plurality, and the establishment of a single institution 
capable of acting with promptness and with effect. 

The difficulties are not less in the facilities for remit- 
tance. As has already been stated, the country has no 
developed check system. The Association (Konkordat) 
formed in 1881 has not accomplished its objects. Of the 
thirty-four banks of issue, twenty-five are members. The 
object of the Association was not only to aid in con- 
forming to the provisions of the legislation of 1881, but 
to establish a clearing house. At the outset the clearing 
house was much used by the banks, but gradually its 
transactions diminished. In the years 1883-84 the 
transactions were over 120,000,000 francs; but in recent 
years, though the need for some such institution has be- 
come more and more strongly felt, they have diminished 
to something like 10,000,000. There are several causes 
for this decline. Some are to be found in the provisions 
of law as to the reserve for notes. Others arise from the 
unwillingness of the banks to undertake voluntarily any 
obligation entailing avoidable expense. Thus the ex- 
change of notes at the clearing house was suspended be- 
cause it brought about a tdo rapid back-flow of notes. 
Similarly, clearings on collection account between the 
several banks ( Wechsel-in-kasso) were suspended. The 
repeal of the last-mentioned clause of the articles of 
agreement is the main reason why the clearing house is 
practically no longer used. Check transactions (iro- 
verkehr), this latest development in the field of banking 
operations, had never taken root in Switzerland. This 
is simply an element of industrial inferiority, and must 
- be ascribed to the plurality of issue. Under the old arti- 
cle of the constitution relating to banks of issue, no 
federal legislation on this subject was possible. The 
rejection of the proposed Federal Bank leaves this great 
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gap still unfilled in the Swiss banking system, and must 
be regarded as one of the main causes of the very rapid 
increase in note issue in recent times. 

By Article 2 of the proposed act the Confederation as- 
sumed direct responsibility for the debts of the bank. 
This was much discussed and much opposed ; but it was the 
inevitable result of the creation of a pure state bank. Any 
attempt to confine liability to the proposed corporation 
must have been futile in view of the manner in which it was 
constituted. Similarly, there was much discussion as to the 
seat of the main office, which was finally fixed at Bern, a 
neutral and central place. One of the most difficult prob- 
lems in the new proposal appears in the last clause of Ar- 
ticle 8, providing for the establishment of agencies, and for 
a due consideration in their establishment of the existing 
cantonal banks. The jealousies and difficulties connected 
with this part of the proposal contributed to its final re- 
jection. The several Cantons, acting on the invitations: 
extended to them, had made various proposals as to the 
relation between the existing cantonal banks and the Fed- 
eral Bank. They were desirous of securing some organi- 
zation which would enable them to retain the profits from 
their present right of issue. The projects suggested with 
this end in view were not consistent with each other; and, 
notwithstanding the efforts of those concerned with the 
elaboration of the plan, it proved impossible to make an 
acceptable arrangement. It was not feasible to make the 
cantonal banks agencies of the Federal Bank. An agency 
cannot be independent: it must be a subordinate and de- 
pendent institution. Hence it was only contemplated that 
the cantonal banks might act in certain places as repre- 
sentatives of the State Bank for purely passive operations, 
such as the payment of notes and of checks. Subject 
to this qualification, the demands and proposals of the 
cantonal banks had to be rejected. By limiting the opera- 
tions of the Federal Bank as rigidly as was done in Arti- 
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cles 6 and 7, and by providing in Article 18 for a division 
of the profits among the Cantons, it was hoped on the one 
hand that a sufficient sphere of action would be left to the 
cantonal banks, and on the other hand that the financial 
interests of the Cantons themselves would not suffer. 
But the larger demands in their behalf, and the claim put 
forth for compensation to them on account of the loss they 
would suffer from relinquishing the right of issue, had to 
be rejected. 

It was on similar grounds that the Cantons were given 
the privilege of subscribing to part of the capital of the 
bank. The Federal Council had not provided for this in 
its bill, but a concession was finally made to the Cantons 
by allowing them to subscribe for two-fifths of the capital 
in the manner prescribed in Article 4. This article was 
the subject of more heated discussion than almost any 
other. It was attacked both by the opponents of all cen- 
tralization and by those who favored some other alterna- 
tive, such as a private corporation or a larger participation 
by the Cantons. 

Article 6 limits the operations of the bank within care- 
fully defined bounds. It was to be a pure bank of issue, 
deposit, and discount. Only as such would it be able to 
meet the task imposed upon it by the constitutional 
amendment, of regulating and maintaining the monetary 
stock. A further ground for limitation was the desire not 
to compete with the existing banks, especially the can- 
tonal banks, but rather to afford them support. Its main 
business was to be the discount of Swiss commercial paper ; 
and only such paper could be taken as was due within 
three months at the longest, and had the signature or in- 
dorsement of at least two persons of known solvency. 
These restrictions were expected to prevent the discount 
of any paper not arising from actual commercial opera- 
tions. They were expected also to cause the first negotia- 
tion of the borrower to take place ordinarily with other 
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banks, of more flexible organization and more local char- 
acter. The State Bank would have been an efficient 
supporter of the other banks, rediscounting their paper as 
occasion arose, and so serving as a reservoir whence they 
could secure cash. The bank was to have become in fact 
a bank of banks. 

The other permissible operations call for little comment. 
Loans on collateral were allowed; but only bonds and 
similar obligations, not shares, could be accepted as col- 
lateral. It was expected that this authority would enable 
the Confederation and the Cantons to secure temporary 
loans against their securities, and relieve them from the 
need of turning to private banking houses for this purpose. 
The actual purchase of securities by the bank, authorized 
in clause 4, would enable it to earn interest in times of 
superabundance of cash. While such investments were 
not limited as to duration, they were intended to be for 
temporary purposes only. Clause 5 authorizes the bank . 
to accept deposits at interest, and in this regard it would 
have followed a policy different from that of the great cen- 
tral banks of other countries. But the more modest cir- 
cumstances of Switzerland made it necessary to give the 
privilege of accepting, over and above ordinary deposits, 
others on time and at interest. It was expected that this 
would be ‘done only for large sums and at low rates of 
interest, especially as competition with the existing sav- 
ings-banks was to be avoided. Clause 8 specifically men- 
tions check and draft operations. It was desired that a 
network of banking institutions, with the State Bank at 
their head, should cover the whole land, as the post-office 
arrangements already do. Check and clearing-house oper- 
ations combined were expected to meet the needs of 
trade and of industry in the widest degree, and to simplify 
remittances in every direction. By the consummation of 
thousands of transactions through simple book transfer, it 
was expected to dispense with a great part of the note 

















298 QUARTERLY JOURNAL OF ECONOMICS 





issue, and so to bring the volume of notes within more 
moderate dimensions. 

It will be observed that certain operations were not 
allowed to the bank. Such, for example, were all kinds of 
speculative transactions, loans and advances on current 
account, mortgages, savings-bank operations, the purchase 
and sale of securities on commission as agent of others, 
and, lastly, the purchase of shares as well as the making of 
loans for which shares were security. The object of these 
limitations was partly to prevent transactions which should 
commit the resources of the bank for a considerable 
period or involve much risk, partly to prevent the bank 
from competing too sensibly with existing institutions. 

So far as advances on current account are concerned, it 
is true that these are usually subject to call at a compara- 
tively short interval. Nevertheless, a certain stability is 
commonly assumed in regard to them. Demand for repay- 
ment is not expected unless the debtor’s position or the 
security offered by him has changed: it is tacitly under- 
stood that a bank which makes such advances is not to de- 
mand settlement simply because it needs the funds for 
other purposes. A bank which relied in times of stress 
upon the repayment of such loans would be in ill plight, 
for these are precisely the times at which the debtor is 
least able to respond. 

Loans on mortgages are obviously inconsistent with the 
business of a bank of discount. Some suggestions were 
made, in the course of the debates on the project, that the 
bank should make loans on mortgage, and so reduce the 
rate of interest for the Swiss borrower; but it was easy to 
show, not only that these operations were outside the scope 
of the proposed institution, but that there was no sensible 
margin of gain to be secured for the debtor. Under the 
most favorable conditions a state bank could lend at little 
less than 4 per cent., possibly at 3% per cent.; but the 
best mortgages can already be negotiated on these terms. 
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Further, the circumstance that each Canton has its own 
system of law in regard to mortgages made the establish- 
ment of any sort of central bank for negotiating them out 
of the question. Uniform regulation of the law on this 
subject, which the Swiss constitution leaves entirely in the 
hands of the several Cantons, would be an indispensable 
preliminary. 

Savings-bank operations were similarly excluded. Sav- 
ings deposits constitute an element of serious danger in 
times of crisis. Moreover, savings-bank investments have 
attained a large development in Switzerland. The num- 
ber of private savings-banks is large. They are usually 
administered without pay, and sometimes with the co-oper- 
ation of the cantonal governments. The deposits in them 
are not commonly regarded as irrevocable; nor are there, 
as a rule, provisions for the forfeiture of interest in case of 
withdrawal. The competition of lenders has compelled 
savings-banks to deal liberally with their customers. The 
depositor not only receives his interest at 34 per cent. or 
8% per cent., but has his principal freely at his disposal. 
The savings-bank book has, in many places, become virt- 
ually the bank book for the current accounts of persons 
of small means. 

The regulations as to note issue are in Part III., Articles 
8-16. The total note issue, by Article 8, was to be kept 
within a maximum limit to be fixed from time to time by 
the Federal Assembly. The Federal Council in its draft 
had not proposed any legislative regulation for a maximum 
amount of the note issue. It was believed that, so long as 
ample and proper security for the notes was provided, 
nothing would be gained by any absolute limitation of 
their amount; while, on the other hand, it might be advan- 
tageous to have a considerable reserve of notes available 
for use in times of unusual demand. The Assembly, or 
rather its lower house (the National Rath), concluded 
otherwise. It was provided in the project, as submitted 
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to the people, that the Assembly should fix from time to 
time a maximum limit of the total note issue. 

The total note circulation of Switzerland is subject to 
considerable periodic fluctuations. There are several dates 
in each year when the circulation rises greatly. Such are 
the days on which interest is commonly payable; the last 
day of each month; noticeably St. Martin’s Day (Novem- 
ber 11) and the closing days of the year. In view of 
these variations, any fixed limit to the note issue seems to 
be inexpedient. The new act ought not to have repeated 
the mistake which the existing legislation of Switzerland 
makes in this regard. The present system is inadequate 
to meet the fluctuating demands, even though the banks 
endeavor to meet the difficulty by carefully putting in re- 
serve from time to time their accruing resources as a means 
of meeting the periodic calls. Their notes are regularly 
inadequate in amount at the dates of the heavy demands. 
No increase of issue can be made without previous fulfil- 
ment of certain conditions, which must be certified to by 
the Federal Council. On the other hand, the total author- 
ized issue is subject to tax by the Confederation, and to 
some extent by the Cantons also. Hence a bank having 
a store of its own notes on hand in times of slack demand 
is under pressure to make rash and ill-considered advances, 
and the rate of interest is then abnormally lowered and 
speculation facilitated. 

While this rigidity in the circulation has its inconven- 
iences in times of peace and quiet, it leads to more serious 
difficulties in times of stress, and more particularly under 
such conditions as were met during the Franco-German 
War of 1870-71. Such periods of stress must be looked 
forward to, especially here in Europe; and during them 
there is inevitably a sudden increase in the calls for cash. 
Hundreds of transactions ordinarily disposed of through 
the machinery of credit must then be settled in cash,— 
through notes or specie, mainly specie. Hundreds of per- 
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sons lay in a store of cash or increase the store already at 
their disposal. Heavy expenditures for military purposes 
are likely at the same time to strain the financial and 
monetary resources of the community to the utmost. That 
our existing system of issue is unable to cope with a situa- 
tion of this sort was amply proved by the experience of 
1870-71. Hence it would have been desirable in estab- 
lishing a state bank so to equip it as to prepare for these 
eventualities. Therefore, the Federal Council had pro- 
posed to leave the total note issue to the discretion of the 
administration of the bank; but the Assembly thought 
differently, and proposed to keep the total limit in its own 
hands. It was supposed that the average citizen would 
feel greater security if it were provided that this matter 
were subjected to the watchful control of the legislature. 

The requirement as to the reserve of the State Bank must 
be regarded as much more rigorous than that now in force 
for existing banks. It is true that existing banks must 
keep a reserve of 40 per cent. of their notes; but there 
is no regulation as to their other debts due on demand or 
on short time. Further, in the case of the cantonal banks, 
the remaining 60 per cent. may be covered by simple 
guarantee of the Canton. It should be said that our banks 
have always conformed strictly to the requirement of the 
maintenance of the 40 per cent. reserve; but they have 
done little more. Accounts are on hand from which it 
appears that some banks hold, over and above this required 
amount, only 2 per cent. more of specie to meet all their 
remaining short-time obligations. It is obvious that banks 
so slenderly equipped with cash have enough to do in 
looking to their own security in times of stress, and are in 
no position to give support to a disturbed business com- 
munity. Their disposition must be to realize on their 
advances rather than to offer new loans. The situation 
would have been different with the proposed State Bank. 
For this the total equivalent of its outstanding notes 
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would have been in its hands in the form of short-time 
commercial paper, specie, or easily salable exchange on 
foreign countries. 

It has already been stated that there is not the least 
question as to the ultimate solvency of the Swiss banks of 
issue. In this respect the law and the supervision pro- 
vided by it accomplish their object. What is in doubt 
is the immediate and unfailing redemption of the notes. 
The note-holder who needs ready cash can get but little 
consolation from the assurance that the bank which cannot 
pay its notes on the spot will be able in course of liquida- 
tion, and after so and so many months, to pay the last 
centime. It is true that we have the 40 per cent. specie 
reserve against the notes. But this fund of specie, as 
prescribed by the legislation of 1881, is not available for 
the payment in toto of any one note, but is a guarantee of 
the final redemption of the entire issue of each bank. If, 
for example, a bank has outstanding fifty millions of notes, 
and consequently holds in its coffers twenty millions of 
specie, it may not use the entire twenty millions for the 
payment of the first twenty millions of notes presented. 
The bank may use this specie for the payment of 40 per 
cent. on each individual note, the remainder being obtain- 
able only by resort to its other assets. Hence it may well 
happen that a bank whose assets did not consist in suffi- 
ciently large proportion of short-time loans might be com- 
pelled to suspend, even though it had millions of specie in 
its vaults. Our legislation as it stands provides rather for 
the ultimate payment of the notes than for their immediate 
redemption. 

Some figures as to the existing situation will serve 
further to illustrate this point. At the close of 1896 our 
banks owed in round numbers 200,000,000 francs in notes. 
Although these are strictly payable at sight, or at least 
within two or three days, it is not to be expected that 
even in times of crisis all would be presented at once. 
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But it may be assumed that in case of a panic two-thirds 
of the amount, say 135,000,000, might be presented for 
redemption within a week. To meet this demand, the 
banks would have at their disposal the following means: 
(1) Two-thirds of the legal reserve of specie; that is, two- 
thirds of 80,000,000, or 53,000,000: add 16,000,000 of free 
specie, and we have a total of 69,000,000 of specie. (2) 
Loans on short time to the amount of 92,000,000. (3) A 
part of their commercial paper and securities. The 
amount of foreign exchange held was 18,000,000, of which 
we can suppose one-fourth, or 3,000,000, to be immediately 
realizable. The domestic paper amounted to 205,000,000, 
of which perhaps 25,000,000 would be due within a week. 
Lastly, the securities amounted to 248,000,000, of which 
perhaps about 25,000,000 could be converted into cash 
within a week without excessive loss. All told, we should 
have as immediately available assets 214,000,000 francs 
against 135,000,000 of notes presentable for redemption. 
But with the 214,000,000 the banks must provide not only 
for their notes, but for their deposits, for savings-bank 
accounts, and other obligations falling due in short time. 
The savings-banks account alone amounts to 258,000,000, 
of which twenty-five or thirty per cent. is payable after 
eight days’ notice. Further, 180,000,000 of other debts 
are due on short time. All told, the possible demands 
must exceed the assets immediately available. Doubt- 
less those directly interested in the banks might make a 
more favorable calculation; but it is not very material 
whether the discrepancy is a trifle more or less. The sit- 
uation is certainly not an enviable one for the banks or for 
the public. 

Not only was it provided that the assets of the State 
Bank should be in toto of a kind easily realized on, but 
that under any circumstances a specie reserve of one-third 
should be held against the notes. It was to be expected 
that this provision would be purely formal. The whole 
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organization of the bank would unfailingly have brought 
about a higher reserve. The Bank of France, which acts 
under no limitation whatever in this regard, regularly 
keeps a reserve of 90 per cent. While the Swiss Bank 
would not have operated under conditions so favor- 
able as those of the Bank of France, it may be safely 
assumed that under reasonably careful administration its 
specie would have greatly exceeded the required one- 
third. 


The grounds on which the majority of the Swiss people 
finally voted against the proposed institution may be sum- 
marily stated as follows: (1) Fear of state socialism, 
which was depicted in the most glaring colors by the 
opponents of the project. (2) Opposition to an increase 
in the power of the Confederation, and apprehension that 
a state bank might be used for political purposes by the 
federal authorities. (3) The connection between public 
credit and the credit of the bank was regarded with 
anxiety, the unlimited liability of the Confederation for 
the obligations of the bank being supposed to be a source 
of great danger. (4) The possibilities in case of war, the 
funds of the State Bank being subject to capture and 
appropriation by an enemy. (5) The business circles 
directly interested objected (through the Swiss Handels- 
und Industrieverein) that too little share in the adminis- 
tration of the bank had been left to merchants and busi- 
ness men; that in the Bank Council the representatives of 
trade and manufactures had a minor part, whereas in other 
countries this class in the community was expected and 
authorized to exercise an adequate influence on similar 
institutions. (6) The existing banks of issue were inevi- 
tably influenced by the loss of profit on their circulation 
and by the competition which they must expect from the 
new institution. (7) Certain Cantons were influenced by 
the financial loss which they must similarly experience 
from the withdrawal of the issues of the cantonal banks. 
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It would carry us too far to weigh the validity of these 
various objections, some of which, indeed, have been 
sufficiently considered in the preceding pages. 

Before the vote, the leader of the opposition and the 
originator of the demand for a referendum, Herr Cramer 
Frey, president of the Handels- und Industrieverein, had 
given assurance that immediately on the rejection of 
the project a new plan on a different basis would be taken 
in hand. The representative of the Federal Department 
of Finance, Herr Hauser, has recently invited this society 
to fulfil the promise so made, and to proceed with the 
elaboration of a new project. Inquiries having this in 
view, we understand, are now being made, and more par- 
ticularly conferences have been held between the society 
and the associated banks. ‘A circular has been issued to 
the banks, asking them for a statement of their views. A 
majority of the banks have expressed themselves in favor 


of a central joint-stock bank ; but the differences of opin-— 


ion as to the details of its constitution are so great as to 
make it difficult to elaborate an acceptable project. 
Meanwhile, at a general meeting of the associated banks, 
held on the 28th of May last, the Bank of Basle made a 
motion for a revision of the existing articles of association 
and for a fresh reform in the legislation regulating the 
banks of issue. The somewhat detailed statement of the 
grounds of this motion mentions that, “ through the votes 
and opinions which have been elicited by the inquiries of 
the Handels- und Industrieverein, it is made plain that the 
interests and the opinions of the banks of issue vary widely, 
and that it is difficult to unite them on any one project. 
To bring them together, concessions must be made which, 
even with the greatest good will, are not to be expected. 
. . » Meanwhile trade progresses, and its rapid develop- 
ment makes it imperatively necessary that the efficiency 
of the banks of issue shall be increased by some better 
organization. Various motions presented of late at the 
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general meetings of the associated banks have been either 
rejected or have been postponed until the fate of the State 
Bank shall be settled. We believe that the time has now 
come for a careful consideration of all the questions which 
have been thus postponed. We propose therefore a revi- 
sion of the two existing agreements (Konkordate) in con- 
nection with which the various proposals made in recent 
years shall receive their due consideration. Such a revi- 
sion is not to be understood as indicating any opposition 
to the execution of Article 39 of the constitution [that 
is, the new article providing for a monopoly bank]: it 
should serve rather to pave the way to the eventual 
establishment of a state bank.” The motion made on 
these grounds by the Bank of Basle was carried. There is 
thus ground for hope that the revision of the bank agree- 
ments may lead to better organization of the banks them- 
selves, and to better service for the industries of the 
country, until such period as the existing system shall 
finally be replaced by a central bank system. 


M. SANDOz. 


INSPEKTORAT DER SCHWEIZERISCHEN 
EMISSIONSBANKEN, BERN. 











THE OBJECTS AND METHODS OF CURRENCY 
REFORM IN THE UNITED STATES. 


AGITATION for currency reform is by no means of re- 
cent origin. Indeed, in a certain sense, this agitation can 
be said to date from the close of the Civil War. Of 
course, it has not been altogether continuous either in 
intensity or as respects the precise objects sought. Up to 
1880 the particular questions which now most agitate 
the public mind received comparatively little attention, 
though considerable stress was laid on the importance of 
elasticity — especially emergency elasticity —to meet the 
needs of a panic. But since 1880 the stream of articles, 
papers, and reports, setting forth projects of reform which 
in large measure anticipate those now before the country, 
has been almost continuous. The force of the agitation 
diminished at the close of the decade 1880-90, and in the 
early years of the next decade, when the renewal of the 
struggle over silver made it necessary to confine attention 
to the all-important matter of the standard of value. But, 
after the panic of 1893 and the repeal of the silver pur- 
chase act, the movement for currency reform assumed 
great proportions. It was felt, as never before, that some- 
thing must be done to give increased security to the 
standard of value and to furnish a more satisfactory 
paper currency. This feeling, especially as respects the 
paper currency, found its first important expression in the 
so-called Baltimore Plan, put forth by the Bankers’ Asso- 
ciation in the fall of 1894. This was quickly followed by 
Secretary Carlisle’s scheme, which got so far as to be 
favorably reported by the House Committee on Banking 
and Currency. The next Congress took up the matter 
with earnestness; and a number of bills were brought for- 
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ward, some of which deserve very careful consideration. 
In the early weeks of 1897 the movement received a new 
impulse from the Indianapolis Business Men’s Conven- 
tion. This convention resulted in the appointment of a 
Monetary Commission, which prepared and submitted a 
long and elaborate report in the first days of 1898. This, 
again, had been preceded a few weeks by the plan of 
Secretary Gage. It is perhaps unnecessary to add that 
alongside of these projects having a public or semi-public 
origin, there have appeared innumerable plans of reform 
from editors, bankers, and other persons who represent 
only themselves. 

But, in spite of the very considerable dimensions of the 
agitation,— whether judged by the number or by the 
standing of the participants,— it is apparent that we are 
still a good way short of attaining an adequate measure of 
currency reform. Much has yet to be done, if the move- 
ment is to succeed. One thing needed, as probably all 
would agree, is the securing of greater unanimity among 
those who materially influence legislation, both as to what 
is wanted and how it is to be accomplished. But, again, 
a necessary preliminary to this unanimity is the securing 
of clear and definite ideas. The subject of curreney re- 
form is, at best, a difficult one, and the great multiplicity 
and apparent complexity of reform projects add much to 
the confusion of mind in which men generally find them- 
selves with respect to these matters. As in so many 
similar cases, a clear understanding of the objects aimed 
at and of the means which must be employed for accom- 
plishing these objects makes the comprehension of reform 
plans much easier than would generally be supposed. 
Doubtless there is much room for difference of opinion as 
to which of several methods of accomplishing a given 
object is, on the whole, best. But a necessary preliminary 
to agreement along these lines is plainly better compre- 
hension, and that can be much facilitated. 
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To bring about this better comprehension of objects and 
methods, nothing seems more promising than a compara- 
tive study of projects now before the country. For it is 
surely safe to say that few, if any, possible expedients for 
accomplishing the ends of currency reform have been 
overlooked in the long agitation, and that the plan ulti- 
mately: agreed upon will be some combination of the 
methods and devices already put forth in the numerous 
projects now before the public. This, then, is my pur- 
pose,— to undertake a comparative study of projects for 
currency reform, with the design of making clear the 
objects of such reform, and the various methods and de- 
vices which have been or may be proposed for accomplish- 
ing these several objects. 


Taking up, then, the objects of currency reform, the 
first and most important is the securing of greater stability 
for the standard of value. At present it is doubtless true 
that the meaning of the word “dollar” is determined by 
25.8 grains of gold; and, in a general way, this has been 
the fact ever since January 1, 1879. Yet it is a common- 
place that whether or not this should continue to be the 
fact has been in the highest degree uncertain for several 
years. To borrow a figure from mechanics, the standard 
has been, and is, in a state of unstable equilibrium. At 
almost any moment it has been liable to be overthrown. 
Again and again, during the last five years, we have been 
on the eve of a state of things wherein the value of one 
dollar should come to be determined by something other 
and cheaper than 25.8 grains of gold. It is not improbable 
that the danger of such overthrow of the standard has 
been somewhat exaggerated, and that the gold standard has 
been more secure than is commonly imagined. Nevertheless, 
there has undoubtedly been some considerable danger of this 
overthrow ; and the fear of it has been almost as disastrous 
as the real thing could be. While the results of a sudden 
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drop to a silver basis or even to a greenback basis would 
be appalling, few things can be more disastrous in the in- 
dustrial world than continued uncertainty. The blight 
which this state of things puts on all industrial enterprise 
almost inclines one to say, “ Better give us the change at 
once —even the change to silver —than leave us in per- 
petual dread of it.” Surely, any adequate scheme of cur- 
rency reform must undertake to remove just as far as pos- 
sible this state of uncertainty, to make the gold standard 
really stable and sure. 

A second requisite which any satisfactory monetary sys- 
tem must provide is the safety or security of its bank-note 
circulation. At first glance, it might seem as if this were 
included under the preceding requisite,— that is, the stabil- 
ity of the standard,— since, of course, the stability of the 
standard depends, in a large measure, upon the converti- 
bility of the credit media of exchange. Yet, in fact, these 
two requisites of a sound currency may be quite distinct. 
To provide for the stability of the gold standard is to pro- 
vide an order of things wherein the value of the dollar is 
continuously and unquestionably determined by a certain 
amount of gold. To provide a secure bank circulation, 
on the other hand, is to insure a state of things wherein 
all bank-notes under all circumstances are convertible into 
some form of legal tender. Now it is possible to have 
one of these two conditions without the other in either of 
two cases. First, when, as in this country to-day, there 
are several legal tenders, the security of bank-notes would 
be attained, provided there were no doubt of their con- 
vertibility into any one of these legal tenders, although at 
the same time gold might have disappeared and the green- 
back have become the standard. Thus we had from 1866 
to 1879 a secure bank-note system. We did not havea 
gold standard. Secondly, even were there no legal tender 
other than gold, the gold standard might be maintained, 
while the notes of minor banks or of failed banks were at 











CURRENCY REFORM IN UNITED STATES 811 


a discount or quite worthless. It is, therefore, necessary 
to distinguish the providing for a secure, a safe, a con- 
vertible bank .currency from the providing for a stable 
standard. The currency project which succeeds in fur- 
nishing the former requisite must insure such a state of 
things that the holder of the circulating note of any bank 
shall be certain of being able to get its face value at all 
times, and without any reference to the solvency of the 
particular bank which issues it. 

A third object which the currency reformer must set be- 
fore himself is the securing of greater elasticity in the 
monetary system, taken as a whole. Objection is occasion- 
ally made to the use of the term “elasticity” in this con- 
nection, but it seems to me very expressive and sufficiently 
accurate. Briefly defined, it means that property is a cir- 
culating medium by virtue of which it increases in quan- 
tity to correspond with increase in need and diminishes in 
quantity to correspond with diminution in need. For our 
purposes, it is convenient to distinguish ordinary and emer- 
gency elasticity. By the former is meant the capacity of 
any circulating medium to respond to those changes in 
monetary need which take place in the course of a single 
year, as between winter and spring or summer and fall. 
By emergency elasticity, on the other hand, 1 mean the 
capacity to respond to those changes in need which con- 
nect themselves with a panic. Doubtless these two sorts 
of changes in need differ, on the surface, at least, only in 
degree. Still, the causes are very different; and it is not 
unlikely that remedies also should be different. 

Now it is probably unnecessary to occupy much time 
arguing as to the desirableness of an elastic currency. 
Over and over again, during the last few years, different 
writers have, on the basis of theory and statistics alike, 
called attention to the importance of this property. The 
variations in the need for money from year to year, from 
season to season, must be admitted; and, if the variations 
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in need are admitted, there is scarcely room for argument 
that corresponding variations in supply are highly desir- 
able, since a failure of the monetary system to show such 
variations in supply to correspond with variations in need 
must bring about alternate stringencies and plethoras in 
the monetary stock which will inevitably work much harm 
and inconvenience. Stringencies increase failures and em- 
barrassments in business, cause much suffering and anxi- 
ety, and, in extreme cases, doubtless cause a decided 
depression in the level of prices. On the other hand, 
plethoric conditions are apt to lead to excessive specula- 
tion, encourage the undertaking of impracticable or un- 
profitable schemes, and especially increase the difficulty 
of maintaining the standard money reserve by causing 
abnormally low rates of discount, and thus promoting the 
outflow of gold. 

A fourth object which any satisfactory system of cur- 
rency reform must seek to accomplish is the furnishing of 
more adequate currency and banking facilities for the out- 
lying districts, for the villages remote from the great com- 
mercial and banking centres. From the South and West, 
particularly, there comes constant complaint of inade- 
quate currency facilities. According to common accounts, 
this lack of money not infrequently is so extreme as to 
make necessary the resort to barter or the substitution 
for money of store orders or some similar device. When 
less serious than this, the lack takes the form of an insuffi- 
cient supply of cash for loaning operations. Doubtless 
this difficulty is not a little due to a lack of capital. The 
districts in question are poor themselves, and the business 
opportunities which might attract capital from other com- 
munities are limited. No increase in the nation’s supply 
of money, no increase in the facilities for banking, would 
make capital or money as abundant in such communities 
as in the great centres of trade. Still, there are doubtless 
removable causes which operate to aggravate a difficulty 
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arising from the natural circumstances. Thus it is a well- 
established principle of banking that country banking can 
flourish only with some power to issue circulating notes, 
since the country demand for loans is largely a demand 
for “money ” loans. But our system practically prohibits 
the issue of notes by country banks, since it puts a pro- 
hibitive tax on State bank circulation, makes the mini- 
mum of capital for national banks so high that country 
villages cannot hope to establish them, and, finally, fails 
to furnish the natural substitute,— the small branch from 
the great city bank. It may therefore be set down as 
certain that the inadequate currency and banking facili- 
ties of the country districts are so far in need of amend- 
ment that this forms an important object of every plan of 
currency reform. 

Doubtless there are several other objects of some im- 
portance which a project of currency reform ought not 
altogether to neglect, which, indeed, ought to be before . 
the mind of the student in passing judgment upon any 
such project; such as the introduction of greater simplicity 
and unity into our system, the avoidance of any sudden 
and great change in the monetary stock of the country, 
the placating of the silver interest, the providing for a sat- 
isfactory scheme of bank organization, the insuring an 
adequate system of supervision. But within the limits of 
a single article it is out of the question to exhaust the 
subject. in every phase. We shall content ourselves, 
therefore, with a consideration of the four more important 
objects set forth above. 


As the reader will remember, one of the first tasks which 
the currency reformer must set himself is the giving of 
greater stability to the standard of value. It should be 
made as certain as possible that 25.8 grains of gold shall 
continue to determine the value of one dollar, In 
general, the expedients which have this object in view fall 
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into two classes. The one seeks to make more definite 
and strong the national purpose to maintain the standard. 
The other tries to improve the conditions for the carrying 
out of this national purpose. Continuing the analysis of 
this second process, we note that expedients working 
along this line must all be directed to the ultimate ac- 
complishment of one object,—the shutting out of a 
premium on gold; for the presence or absence of a pre- 
mium is the crucial test of the continued maintenance of 
the standard. There may be a disparity between differ- 
ent moneys, and yet gold continue to be the standard, 
provided the disparity takes the form of a discount on the 
inferior moneys rather than a premium on the standard 
money. But any appearance of a premium on standard 
money means that, for the moment at least, the standard 
has been overthrown. As a consequence, practically every 
expedient that can hope to improve the conditions for 
successfully carrying out the national will to maintain the 
gold standard must be directed to the exclusion of a gold 
premium. But, again, the prevention of a gold premium 
depends on our maintaining the convertibility into gold 
of other forms of circulating media, particularly of other 
legal tender media, when such exist. The moment gold 
ceases to be interchangeable for any legal money as such, 
—gets the status of a special sort of commodity which 
one has to buy with money,— a premium, large or small, 
must appear. But, in turn, convertibility depends on the 
maintenance within the country of a reserve of gold. 
Some institution, whether the Treasury or banks, must 
keep a stock of gold with which to supply those who need 
it in exchange for other forms of money or bank credit- 
This is a requisite of every system, and surely of our sys- 
tem, where there are at least two other legal tenders of 
inferior quality, which will inevitably establish themselves 
as the standard of value if not at every moment con- 
vertible into gold. It is hardly less a requisite even when 
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notes are not legal tender, since general suspension of 
specie payments—even when not authorized by law — 
almost inevitably results in the practical acceptance by the 
public of the bank-notes as legal tender and the appear- 
ance of a premium on standard money. 

With this primary analysis in mind, we are prepared to 
consider the special methods which have been suggested 
for making the standard more stable. Of the various ex- 
pedients which have as their object the fixing of the na- 
tional purpose to maintain the standard, the first is the 
declaratory act.* Let Congress pass a law declaring that 
it is the intention of the United States to maintain the 
parity of all its moneys with gold. Against this device it 
may be argued that it has been done already in the silver 
purchase act of 1890, and, further, that mere declarations 
of purpose are of little value in any case, since the power 
that made them is always at hand to unmake them. On 
the other hand, it is to be said that a reiteration of the 
national purpose would. surely strengthen the faith of the ° 
business world, showing the continuance of the same pur- 
pose after the lapse of seven years. Further, the conten- 
tion that Congress could reverse such a declaration as 
easily as it was originally made is answered, at least in 
part, by the consideration that it is always more or less 
difficult to reverse a nation’s policy, when once definitely 
declared. The sense of honor, pride in one’s consistency, 
tendency to assume the rightness of what is,— these and 
many other social forces are the bulwarks of a policy once 
formally determined upon. In any case, this expedient 
could do no harm: it might be of some use. 

A second and decidedly more promising expedient, 
which is proposed in one or more of the reform bills or 
projects now before the country, is to make the bonds and 
other obligations of the United States run in terms of 


* Commission Bill (Indianapolis Monetary Commission), section 1. See the 
bibliographical note at the close of this article. 
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gold.* This would be almost decisive in fixing the na- 
tional purpose to maintain the gold standard. Doubtless 
repudiation is always possible. But, on the part of the 
United States, it is in the highest degree unlikely. Once 
we have promised to pay the public debt and its interest 
in gold, there would be no going back without at least a 
serious and earnest effort to maintain gold payments. 

Finally, the Monetary Commission recommends a formal 
decision of the country to pay out gold in exchange for 
silver.t Any action by Congress of this kind may seem 
improbable. But the country has at least had the advan- 
tage of an announcement by a former Secretary of the 
Treasury that he should feel bound to pursue this course, 
if it proved necessary as a means for carrying out the 
implied mandate of the act of 1890 to maintain the parity 
of the two metals. 

Passing on now to the expedients proposed for carrying 
out more perfectly the national purpose to maintain the 
gold standard, we find a very large variety. As we have 
just noted, the immediate object of all such expedients 
must be the maintenance and proper management of the 
national gold reserve. At this point the various plans of 
reform differentiate according as they leave this task of 
maintaining and managing the gold reserve to the United 
States Treasury, as at present, or transfer it to some bank- 
ing institution or institutions. Let us begin with reform 
plans of the first class. The various expedients of this 
sort naturally divide into two sub-classes,— those which try 
to render easier the task of the Treasury and those which 
better fit the Treasury for the performance of the task- 
But, again, there are at least three ways of making the 
task easier for the Treasury. First, we can so alter the 
conditions that there will be diminished demand for gold 
for hoarding or export. Secondly, we can so change things 
that in ordinary times the supplies of gold needed for the 
* Commission Bill, section 2; Gage Bill. 


t Commission Bill, section 8. 




















CURRENCY REFORM IN UNITED STATES 817 


satisfaction of this demand will be furnished from other 
sources, and so will not constitute a drain on the Treas- 
ury. Finally, we may so modify the currency arrange- 
ments that there will be naturally a flow of gold supplies 
to the Treasury. 

Take now the first of these methods. What are the 
ways.of checking the demand for gold? Plainly, the res- 
toration of confidence would do much, since hoarding is 
entirely, and exportation largely, due to a feeling of doubt 
as to whether gold payments will be maintained. In this 
direction of restoring confidence would operate the expe- 
dients already referred to, such as the passage of a declar- 
atory resolution or making bonds or notes payable in gold. 
In the same way, much would be gained were we to carry 
out the proposals to segregate silver and Treasury notes 
by putting the former in the place now occupied by bank- 
notes of smaller denominations, and shunting off the green- 
backs into the bank reserves, or into the Treasury as se- 
curity or guarantee fund for the bank circulation,* or as a 
part of the reserve of the issue department.t Get silver 
and demand notes out of sight, particularly out of New 
York, and confidence would be greatly increased. Again, 
much help would come from the partial retirement of these 
forms of currency by the diminution of their stock to, 
say, two-thirds of the present amount. The business 
world cannot but regard the probability of a debtor’s 
solvency as varying inversely as the extent of his out- 
standing obligations. Men would feel that our gold re- 
serve could easily support four hundred millions of silver 
and notes, while six hundred millions might cause the 
structure to topple over.t 

A change of the utmost importance, which would work 
in the direction of making the maintenance of the reserve 

* Carlisle, Eckels, Merriam, and others, t Gage. 

t The Bankers’ Magazine (November, 1896, p. 499) proposes the reduction of 


amount of legal tenders to one hundred and fifty million. President Williams 
of the Chemical National Bank proposes reduction to one hundred million. 
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easier by diminishing the demand for gold, as well as in 
other ways, would be the furnishing of adequate revenues. 
During the troublesome period of borrowing through 
which we have passed, the presence of ample revenues in 
the Treasury would have practically compelled the Treas- 
ury to hoard the greenbacks which it redeemed with the 
proceeds of the various loans, and so would have caused 
a@ natural contraction of the circulation, which, in turn, 
would have checked the outflow of gold, and therefore 
greatly assisted in the maintenance of the standard. To 
meet this need for ample income, several schemes propose 
to give to the Secretary the power to make temporary 
loans. 

The same would be the operation of any device for pro- 
viding elasticity, especially contractility, in the currency, 
so that in dull times there would be a natural relief to 
that plethoric condition of the bank reserves which always 
tends to drive out gold. The particular expedients for at- 
taining this elasticity we leave for consideration till we 
reach the subject of elasticity. 

Such are some of the devices for rendering easier the 
task of the Treasury by diminishing the demand for gold. 
The second method of seeking this result was to shift the 
burden, to a certain extent, on other institutions,— to 
make the conditions such that other sources of supply 
will furnish, in part at least, the needed gold. As is well 
known, this was the state of the case almost entirely prior 
to 1892. The banks supplied the gold needed for export. 
As the general stock in the country outside the Treasury 
is larger than ever, the explanation of the failure of the 
banks to continue to do this work is not the lack of re- 
sources. It was chiefly due, no doubt, to the distrust 
caused by the purchase of silver and the correlated issue 
of new notes,—a distrust which has not yet altogether 
disappeared. Consequently, everything that works in the 
direction of increased confidence will tend to re-establish 
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the former practice. Here, then, the methods already 
proposed to restore public confidence again suggest 
themselves. 

But it is possible not only to persuade banks to fur- 
nish at least some of the gold, but also to put some press- 
ure with this end in view upon them, even though the 
task, in general, still rests on the Treasury. The banks 
must of course maintain legal tender payments to their 
various creditors, whether note-holders or depositors. 
Now it is quite possible to diminish the ease with which 
they can get possession of other sorts of legal tender. It 
is not necessary to retire all the silver to diminish the 
stock of the great central banks. As already noted, 
almost every scheme proposes the relegation of the silver 
coin or certificates to the small note circulation. Get it 
fully occupied in this way, and the chances are that the 
New York banks would see comparatively little of it. 


Similarly, the greenbacks would be shelved by any one of — 


two or three plans requiring the banks to keep a consider- 
able part of their reserves in Treasury notes * or to use 
them as a guarantee fund for the bank-notes (as in the 
Carlisle-Cox bill) or prohibiting reissue after redemption, 
except in exchange for gold. By these means it could be 
made somewhat difficult for the banks to get legal tender 
other than gold, and so far it would tend to compel gold 
payments. 

If it should not prove easy to compel the banks to 
maintain gold payments by cutting off their supplies ot 
other legal tender, these same measures would at least 
make it much more difficult for the banks to get hold of 
Treasury notes with which to draw off the Treasury’s 
gold, and thus would bring upon the banks considerable 
pressure to furnish, themselves, the gold demanded by 
their customers for export. Doubtless the banks could re- 


** Treasury notes’ is used throughout this article to designate govern- 
ment paper, whether greenbacks or the Treasury notes of 1890, 
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fuse to do this; but it is not likely that they would do so, 
since they would have every reason to dread the possible 
appearance of a gold premium. 

A third class of expedients for making easier the task 
of the Treasury in maintaining the reserve is to provide 
that the gold stock of the country shall naturally gravi- 
tate towards the Treasury. When one considers the great 
dimensions of this stock and the very small portion of it 
which is in actual use as a medium of exchange in the or- 
dinary sense, it seems certain that our failure to make easy 
work of maintaining the gold reserve must be due not to 
the lack of gold in the country, but to some failure on 
our part to make the most economical use of what we 
have. Now, plainly, the most economical way to use gold 
is to withhold it from uses where other moneys will do 
just as well, and devote it to the particular task which it 
alone can perform. Applying this principle, it surely 
would be wasteful to extend the use of gold as the ordi- 
nary medium of exchange, since people do not like it for 
this purpose and, besides, have something else for that 
work. Again, it is wasteful to use the gold for bank re- 
serves, since banks are not obliged to pay gold, but only 
legal tenders of some sort; and of such legal tenders there 
are others less important than gold, which will answer the 
purpose of the banks just as well. But a use for gold 
which is not wasteful, because absolutely necessary, is to 
keep up the standard money reserve, the maintenance of 
which is so plainly essential to the maintenance of the 
standard of value. These propositions being admitted, it 
plainly follows that the system should be so constructed — 
the channels of the circulatory system so adjusted — that 
the supplies of gold shall naturally flow into the Treas- 
ury which has the keeping of the reserve. Now it is 
needless to say that this is very far from being the case. 
Just now, indeed, the Treasury stock is growing. But, in 
general, during the last five years, it has been necessary 
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to make great and constant effort to keep a fifth of the 
gold stock with the Treasury. ay this is wrong. 
How shall it be remedied ? 

In answering this question, we naturally begin with 
another. Where does the gold go that does not get into 
the hands of the Treasury? The answer is, into hoards 
and bank reserves chiefly. And how shall we change its 
direction? As regards the hoards, nothing would avail so 
much as unquestioning confidence in the stability and 
permanence of the gold standard. Few people would 
hoard gold, had they no thought that it would go to a 
premium. The devices already suggested for this object 
of securing confidence will tend to release gold from 
hoards. Further, restored confidence would diminish the 
tendency of the banks to discriminate in payments to the 
government, as they do now, retaining the gold and pay- 
ing over Treasury notes or silver. 

But, again, the bank reserve must be made to yield its 
supplies of gold. And this, as remarked in another con- 
nection, is very easy. Thus several of the reform projects 
provide that the banks shall be required to keep the 
larger part of their reserves in Treasury notes. Doubt- 
less the banks will object to this. Their position is a 
very favorable one. Reserves — idle money —they must 
keep. On some hundreds of millions, therefore, they lose 
interest in any case. Now these reserves they are at 
liberty to keep in the form of gold; yet they are permitted 
at the same time to discharge all their obligations in other 
legal tenders, paper or silver. Thus they are by law 
placed in a position to reap all the advantages of hoarding 
gold without accepting any of the burdens or obligations 
belonging to such a position. Either require them to 
maintain gold payments or to release the gold. Of course, 
this does not mean that they shall be prohibited from 
hoarding ‘gold, as any one else would,— that is, outside 
their reserves. If they think the chance of gain great 
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enough to offset the loss of interest, let them keep all 
the gold they please. But we may be very certain that 
they will do little hoarding of this sort. 

We ought hardly to leave this point without comment- 
ing on one objection which is offered to this plan,— that 
to require a fixed proportion to the reserve in Treasury 
notes would perhaps destroy the expansibility of the bank 
circulation, since the amount of greenbacks is rigidly fixed. 
This difficulty is not, I fancy, very serious. No legisla- 
tion is final. A readjustment of the proportion between 
the greenback and non-greenback portion of the reserves 
could easily be made,— might, indeed, be left to the dis- 
cretion of the Comptroller. 

Another device incorporated into several bills by which 
the gold would naturally be shunted towards the Treasury 
is to retire the gold certificates. These make it easier for 
banks to hold gold, and so increase the likelihood that 
they will do so. If they had to store and handle the 
metal itself, it is probable that they would prefer the 
greenbacks, and would therefore turn over the gold to the 
Treasury in exchange for greenbacks. This device has, 
however, already largely expended its capacity for doing 
good, since the action of the Treasury in discontinuing 
the further issue of gold certificates has already retired 
the major part of this form of paper. 

We have now considered some devices for making the 
task of the Treasury an easier one. We must next see 
how it has been proposed better to fit the Treasury for 
the performance of that task; for, of course, it is impos- 
sible to provide automatically working conditions which 
will entirely satisfy the case. Conscious, rational inter- 
ference is at times inevitable. The keeper of the reserve 
must consciously endeavor at times to check the outflow 
of gold, and at times to stimulate the inflow. Where the 
banks attend to the work, they have devised an elaborate 
system of expedients to accomplish these ends. If, with 
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us, the Treasury is to continue the performance of this 
function, it should be organized as far as possible for that 
purpose, and provided with adequate machinery. 

This necessity is more or less fully realized by all re- 
formers. The first thing needed is evidently the separate 
organization of an issue department having special func- 
tions and powers in this matter. To go at least as far as 
to make the reserve inviolable has been repeatedly pro- 
posed, and is contained in the Brosius bill still before the 
House of Representatives. The plan of Secretary Gage, 
as also that of the Monetary Commission, goes still further, 
and formally provides for a separate department to have 
charge of this matter, with authority to issue bonds, con- 
vert the note issue into bonds, and vice versa. Some step 
toward organizing a separate department is plainly almost 
indispensable. The Treasury department is a political 
department. Its business is not the best regulation of 
commercial affairs, but the providing for the fiscal needs 
of government. The regulation of the circulating medium 
should be entirely unhampered by the needs of the govern- 
ment for revenue. Practically, the gold reserve has been 
repeatedly spent to pay the every-day bills of the country, 
instead of being devoted to its proper function of the 
maintenance of the standard. Probably the administra- 
tion had no option in the matter. But the law surely 
should be so changed that such a thing may not occur 
again. 

But, supposing a separate issue department established, 
provision should be made for enabling it to discourage 
the outflow and to encourage the inflow of gold. It 
would probably have the power to use the so-called pre- 
mium policy, making some special charge for gold bars 
higher than for coin. The Treasury at present —as I un- 
derstand it — refuses to give bullion. A much more im- 
portant provision was proposed by Mr. Jordan in his 
hearing before the Committee on Currency and Banking, 
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that the Secretary should have power to issue bonds to 
draw off and hoard the surplus supplies of money on the 
New York market, and so raise the rate of discount and 
check a gold drain.* This is substantially the policy 
used by the Bank of England in recent years, whereby 
she borrows upon consols the free money in the City, and 
so compels other banks to raise their rate of discount to 
correspond with her own official minimum. 

This hoarding of greenbacks, as provided for above, 
would also act to hinder the outflow of gold by making it 
difficult for the banks to get hold of the greenbacks with 
which to draw out the gold, and so putting some press- 
ure on them to furnish the supplies themselves. 

Most plans of reform, which anticipate even the tem- 
porary continuance of the Treasury in the business of 
keeping the reserve, further provide for the building up 
of the reserve, when necessary, by borrowing. This 
seems highly desirable, since the laws under which loans 
are now made provide for too high rates of interest. 

Thus far it has been assumed that the protection of the 
ultimate reserve is to rest upon the Treasury, and we 
have passed in review the schemes which try to improve 
matters with this condition present. But, of course, a 
large number of persons look on this method of operation 
as highly inexpedient, and many reform projects propose 
the other alternative; that is, the transference of the task 
to some banking institution or institutions. We must, 
therefore, go on to consider plans of this general char- 
acter. Here several distinct questions arise. First, is 
the plan of putting the burden on the banks better? 
Secondly, if so, under what general conditions, especially 
as respects other legal tenders, shall the banks be required 
to do the work? Thirdly, by what processes shall the 
transfer of the burden to the banks be made? Finally, 
how shall the banks be organized for this purpose ? 


* Hearings of 1894, pp. 471, 474. 
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Taking up, now, the first question as to whether the 
task should be thrown on some banking institution or 
institutions, it is hardly necessary to remark that the 
great majority of the projects of reform answer this ques- 
tion in the affirmative. Sooner or later, covertly or 
openly, the Treasury is to go out of the business of main- 
taining the gold standard. 

The arguments for and against this course are so 
familiar that it is hardly necessary to repeat them here. 
It can scarcely be doubted that, other things being equal, 
a good system of bank maintenance of specie payments 
would be better than a good system of Treasury specie 
payments. The only question is as to whether any sys- 
tem for bank maintenance which it would be possible for 
us at the present time to adopt would be as good as even 
the present Treasury system. I confess myself inclined 
to resolve the doubt in a negative. I fear the conditions 
will fail in three particulars. First, we shall ngt be able . 
to provide a single bank or confederation of banks to 
which the task can be assigned, and I doubt if anything 
less would be satisfactory. Secondly, it is certain we 
could not retire silver; hence the banks would have to 
maintain the parity, not only of their own notes, but also 
of four hundred millions of silver. Thirdly, I doubt if we 
can retire any large portion of the legal tender notes, so 
that the banks would have to maintain the parity of these 
also. They might be able to do both of these things. 
But I doubt whether, in any case, they would be willing 
to try. 

But let us suppose that the decision is reached to retire 
the legal tender notes, and, the government being out of 
the business of maintaining the reserve, to transfer that 
task to the banks. The second question then comes to 
the front, under what conditions as to the currency in 
general the banks shall be required to do the work. It is 
frequently implied in current discussions of the matter 
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that the banks will be obliged to maintain the parity only 
of their own notes,— that, besides the gold, only these notes 
will be in circulation. As a matter of fact, however, such 
simplifying of the conditions is wholly impracticable. 
At least, a large amount of overrated silver will have to 
be left in circulation, and will have to be kept at a parity 
by some one. Indeed, it is possible, from the theoretical 
standpoint, to impose the task on the banks under any 
one of several conditions. (2) We might oblige the 
banks to maintain the standard of value under substan- 
tially the conditions existing at present; 7.e., with a large 
volume of Treasury notes out, in addition to four or five 
hundred millions of silver. That is, we might oblige the 
banks to carry not only their own credit paper, but also 
that of the government as well as the silver. (6) We 
might go to the opposite extreme, and retire all credit 
money except bank-notes, so making the job compara- 
tively easy. Again, among the various possible middle 
courses, (ec) we might adopt the one of retiring the Treas- 
ury notes wholly, leaving only the silver to be carried in 
addition to their own notes; or (d) we might retire the 
silver, and leave the Treasury notes to be carried by the 
banks; or (e) we might reduce in amount the silver and 
notes, leaving the rest to be carried. Of these five 
courses, neither the first, second, nor fourth has been 
seriously proposed, so far as I remember. The third is 
the one most commonly favored,—retire the notes, but 
leave the silver, though perhaps with some provision to 
render it as harmless as possible.* This is the condition 
of things in both France and Germany. In each of those 
countries the central bank must sustain not only its own 
notes, but also a large volume of overrated, full legal 
tender silver. Experience is, then, on the side of this 
plan. Nevertheless, I am inclined to the fifth course 
indicated above, on the grounds that it alone has any 


* Make room for the silver by the retirement of bank-notes under $10, 
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chance of adoption, and that it will work probably as 
well as the last one considered. Reduce the government 
paper or the silver or both to such volume that the two 
together will less than satisfy the minimum needs of com- 
merce,*—i.e., so that there would never be a plethora 
which could not be relieved by the natural contraction of 
an elastic bank circulation,—then require the banks to 
provide the gold necessary to maintain the parity of all 
forms of currency. 

So much for the general conditions under which the 
burden of maintaining the standard may be thrown on 
the banks. The next problem for the legislator is to 
settle the process of making the shift. On the surface, 
two general solutions present themselves: first, the 
simple decree of the law; and, secondly, the establish- 
ment of conditions which will automatically bring about 
the result. The former method would plainly have to be 
adopted if the Treasury notes are kept out, since, un- 
less required to do it themselves, the banks could more or 
less throw the burden on the Treasury. So far as I re- 
member, this method is not favored in any bill except 
that of Congressman Walker, which seems in section 50 
to require the banks to maintain the parity of gold, silver, 
and notes even before the complete retirement of the 
greenbacks. 

If it be decided that the Treasury notes shall be retired,t 
this would plainly put the task of maintaining the reserve 
on the banks without need of formal decree. This is the 
method used in most of the bills before Congress. 

If this general plan of making the shift be adopted, 

* The total volume of inelastic money should be considerably less than the 
minimum needs of the country, since there should be a considerable quantity 


of bank-notes out even after the needed contraction has taken place. Other- 
wise, banks scarcely could afford to take out circulation. 


t This is done in substance by the Walker bill, since it substitutes for 
Treasury notes a joint bank and Treasury note which the issuing bank must 
redeem in gold. 
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some further definition of the process will be necessary. 
Two or three questions will require settlement. Shall 
the retirement of government notes be gradual or imme- 
diate? Shall bonds be employed, or surplus revenues 
depended upon, or both? Shall the retirement be open 
or covert? Most reformers promptly decide for gradual 
retirement. This is probably to be commended as being 
the safest course, as also the one least likely to arouse 
an adverse public sentiment. The second question, as to 
whether bonds or surplus revenues shall be used for the 
retirement of the greenbacks, is usually decided in favor 
of bonds. In support of the opposite decision (the use of 
surplus revenues) it is to be said that this, like gradual 
retirement, has the best chance of success, since it cannot 
be doubted that a large number of voters are unalterably 
opposed to any further increase in the bonded indebted- 
ness of the country. However foolish their feelings may 
seem to men of larger views who appreciate the great re- 
sources of the land and the importance of a stable mone- 
tary system, the fact still remains that these feelings 
exist, and must be reckoned with. 

The question, Shall retirement be open or covert? is 
again differently answered. Probably a majority of the 
bills which retire government notes at all do so openly. 
A few, however, choose the other alternative. The Car- 
lisle-Cox bill is, naturally, to be interpreted in this way. 
On this plan an amount of greenbacks equal to 30 per 
cent. of the bank circulation must be deposited in the 
Treasury as a guarantee fund. This is equivalent to 
practical retirement for so much of the Treasury issue as 
is thus employed. The plan of Congressman Walker 
goes further. It substitutes for the present government 
note a joint Treasury and bank note. The Treasury is 
thus apparently obligated as much as now. Further, the 
name “greenback” is retained, and the legal tender 
quality also. Still, the Treasury note has disappeared ; 
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for the joint obligation of the Treasury on this note is 
purely formal. The banks are required, under heavy 
penalties, to redeem these notes on demand, and are ex- 
pressly estopped from pleading in bar of legal proceedings 
against them in case of failure to do so that the note 
is a United States note. Considered as a burden, then, 
the notes, as government notes, have been retired, in so 
far as they are exchanged for these joint bank and Treas- 
ury notes. 

The fourth problem suggested by the proposition to 
transfer the maintenance of the ultimate gold reserve to 
the banks—how the banks shall be organized and 
equipped for this work—is not very well answered in 
any of the plans of reform. In fact, reformers do not 
seem to realize the serious nature of this problem. Get 
the Treasury out of the business, and all will be well, is, 
apparently, the thought. Consequently, very little pro- 
vision is made to insure that the banks shall do a good . 
job. Two or three bills require the keeping of more or 
less gold in the reserves. But, so far as I remember, only 
the Walker bill provides for getting the gold where it 
will be needed, by allowing the keeping of coin reserves 
in such places as are approved by the Comptroller of the 
Currency. No bill provides for the organization of the 
banks for the object of protecting the reserve. 


We have now passed in review the various devices 
which have been proposed for securing the greater stabil- 
ity of the standard of value. Our next task is to con- 
sider the expedients offered for insuring the security of 
the bank-note circulation. As remarked earlier, the 
thorough security of the bank circulation requires that 
any holder of any bank-note shall be certain of being 
able to exchange it at all times for some legal money, 
without reference to the status of the issuing bank. This 
degree of security we possess at the present time, and we 
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can scarcely be content with any less. What, now, are 
the various methods, in the several projects, for attaining 
this degree of security, or, at least, a sufficient degree of 
security? These methods are chiefly of four sorts, 
namely: (1) guarantee by some responsible third institu- 
tion; (2) collateral security at least equal to the value 
of the notes issued; (3) insurance funds; (4) adequate 
redemption facilities. A few minor devices scarcely 
admit classification. 

Among the expedients of the first class the most im- 
portant is that now in vogue,— government guarantee. 
This is, doubtless, the most satisfactory of all devices to 
give security; and, with adequate provisions to insure 
the government against loss, there seems to be no good 
reason against its continuance. Besides government guar- 
antee, there have been proposed guarantee by Clearing 
House Associations specially authorized * and guarantee 
by the whole system of banks. These guarantees, though 
better than nothing, would plainly be far inferior to that 
of the United States Treasury. If a guarantee plan of 
some sort is provided, several of the other methods of 
furnishing security naturally cease to be devices for se- 
curing the note-holder, and become methods of insuring 
the guarantor against loss. This is, plainly, the case with 
bond security to-day, as also with first liens. The same 
would be true of the safety fund in the Baltimore Plan. 

The second class of expedients for furnishing collateral 
security differ both as to the sort of securities chosen and 
as to the institution appointed to keep the securities. 
On the first basis, two chief classes appear,— bond secur- 
ities and ordinary assets in the form of commercial paper. 
The bond securities, again, may be either national bonds, 
as at present, or the bonds of any public corporation, or 
the bonds of private corporations. Of the projects now 


*Gilman Bill, H. R. No. 3338. Jordan’s plan, Bankers’ Magazine, De- 
cember, 1894, 
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before the country, none depend chiefly on bonds other 
than national; but the bill of Mr. Walker provides for 
an issue of this sort for emergency purposes, no specifi- 
cations being made as to the bonds except that they 
must be approved by the Secretary of the Treasury. 
The Indianapolis Commission bill involves the employ- 
ment of ordinary assets for all issues above 25 per cent. 
of capital. Some others use these only for the emergency 
part of the circulation. As respects the keeper of the 
securities, some plans designate the national Treasury ; 
others, some Clearing House Association; and others, 
still, the issuing bank itself, the securities to be treated 
as a special asset. It will probably be a long time 
before the American mind will be satisfied with the last 
plan, which may do well enough in dealing with a single 
great bank of well-established traditions, like the Euro- 
pean banks, but would seem an ineffective method of 
dealing with several thousand isolated banks. As be- 
tween the Treasury and Clearing House Associations, the 
former is most often preferred, though some plans of re- 
form combine the two methods, using the Treasury for 
one kind of notes, the clearing-house for another. 

The third method of insuring a secure note circulation 
is the maintenance of an insurance or safety find. This 
is the well-known expedient embodied in the New York 
law of 1829, and at present in vogue in Canada, It is 
used in the Baltimore Plan, the Cox bill, and others. It 
is naturally associated with the general plan of permit- 
ting issues upon credit. It is believed to be able to fur- 
nish adequate security ; and, of course, it permits greater 
elasticity. 

The fourth general method of providing adequate se- 
curity, the furnishing of satisfactory redemption facilities, 
is not offered by any one as an expedient to be used alone, 
but rather as auxiliary to other expedients. Its value con- 
sists in the fact that a circulation which is being con- 
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stantly redeemed, so that each note has a life only a few 
days, can scarcely become very insecure. The risk of be- 
ing left with a note of a failed bank in one’s hands is rel- 
atively small. Generally, the weakness of a bank is more 
or less known for some time before its doors are closed ; 
and, with clearings of its notes three or four times each 
week, as in Scotland, the note issue might easily be re- 
duced to a very small amount before the crash came. 

In order to secure this condition of frequent redemp- 
tion, two things need to be done. Adequate machinery of 
redemption must be had, so that there will be no obstacles 
of amechanical sort. Secondly, there are needed some pro- 
visions to secure the use of the redemption machinery. As 
regards the machinery of redemption, at least four expe- 
dients are proposed by different advocates of reform : (a) re- 
demption at the Treasury, as at present; (0) redemption 
at the sub-treasuries ;* (c) removing Comptroller's office 
to New York City; (d) redemption at special agencies 
in the reserve cities. The inadequacy of the first is suf- 
ficiently demonstrated by the failure of our present sys- 
tem. The second is really in vogue to-day, and is not 
doing very well; though this may be due to the lack of 
a general understanding on the point. The third, when 
combined with the second, is decidedly promising, but is 
favored by only one or two bills. The fourth is probably 
most hopeful of all, in spite of the fact that it did not 
seem to work very well during the first period of the na- 
tional bank system. 

When it comes to making motives for the effective em- 
ployment of the redemption machinery, the different proj- 
ects are somewhat lacking. It is frequently argued that 
there is sufficient motive in the self-interest of each banker, 
which leads him to send home the notes of other bankers 
that he may make room for his own. It seems to me that 


* This is already carried on, according to Carlisle, Hearings of House Com- 
mittee, 1894, p. 20. 
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this notion is not confirmed by experience. The present 
machinery: is, indeed, somewhat cumbrous. Still, it is not 
so bad but that, if the banks felt any earnest desire to 
send home the notes of other banks, they could do so 
now.* Something more, then, seems to be needed. The 
plan of Mr. Foster is the most promising. It is to require 
any bank which comes into possession of the notes of 
another bank outside the district where the first bank is 
situated to return said notes to the clearing agency of the 
issuing bank. The scheme of Professor Dunbar in the 
Quarterly Journal of Economics for October, 1897, con- 
tains substantially the same provision. 

A number of lesser devices for insuring the security of 
the bank circulation can only be mentioned. They in- 
clude the limiting of the amount of notes issued, the 
giving to note-holders a first lien on assets, also frequently 
a first lien on stockholder’s liability, limiting the right of 
issue to banks having considerable capital (at least $200,- 
000), limiting the issue of notes to higher denominations, 
as being easier to watch,} and the like. 


We have now to consider the various methods of ac- 
complishing the third object of currency reform; namely, 
the securing of elasticity. In setting forth these expedi- 
ents, it is convenient to distinguish, as earlier indicated, 
ordinary and emergency elasticity, and again, under each 
head, expansibility, on the one hand, and contractility, on 
the other. 

For securing ordinary expansibility the devices are fairly 
numerous, and divide into palliatives and radical cures. 
The palliatives are chiefly these: (a) Increase the ratio 
of circulation to deposited bonds,— make it, say, 100 in- 
stead of 90 per cent. of par value. (+) Reduce tax on 

*I give perhaps too little weight to the consideration that, if the issue of 


notes were made more profitable, the motive of each bank to return promptly 
the notes of other banks would be much strengthened. 


+ Leland, in Popular Science Monthly, 1887. 
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circulation to t or $ of 1 per cent. (c) Require the Comp- 
troller to keep on hand blank notes for each bank, so as to 
expedite the process by which the notes may get into cir- 
culation. (d) Repeal section 9 of the act of 1882, which 
prohibits the expansion of note issues for a period of six 
months after any have been retired, and limits the amount 
which can be retired during any one month to three mill- 
ions. 

Of more radical measures, four have been most favored. 
(a) Increase the supply of national bonds by funding de- 
mand notes. () Accept from the national banks, in lieu 
of national bonds, other securities, State, municipal, or cor- 
poration. (c) Repeal the tax on State bank circulation, 
thus permitting an issue governed by far more liberal pro- 
visions than those under which the national banks operate. 
(7) Grant to the banks the power of making an issue 
more largely of a credit character, not covered by collat- 
eral security, but only backed by an insurance fund. 

The first method of operation plainly stands or falls 
with the decision as to whether demand notes shall be re- 
tired. Plans of the second sort, permitting the substitu- 
tion of other collateral for the national bonds, are not in 
favor, since they do not go far enough to satisfy the bankers, 
and yet go too far to be acceptable to a conservative 
public. As already remarked, the Walker bill follows 
this general plan as to a part of the notes issued. So 
also does the Gilman bill. The third method, repeal of the 
tax on State bank issues, seems to me thoroughly unsafe. 
Doubtless many portions of the country which once gave 
us much trouble with a wildcat currency could now be 
trusted. But there are still districts which could not be, 
which are in much the same stage of evolution indus- 
trially and politically as were the offending States of the 
forties and fifties. In any case, even with good banks, 
discounts upon notes were common away from home. 
We want nothing more of this sort. From the standpoint 
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of the banks, as well as from that of banking science, the 
fourth method is the natural one. Provide for the issue 
of a real credit currency, one based on the confidence of 
the industrial world in the good management and general 
solvency of the banks. This plainly permits an expan- 
sion which is at once far greater and far more prompt, 
since it does not involve an equal investment of capital 
for every dollar issued, and gets rid of a cumbrous process 
of issue. It is the method of the well-known Baltimore 
Plan, of the Cox bill, of the Warner bill, and several 
others. 

When we come to the matter of contractility, we find 
the various projects of reform much less satisfactory. A 
few bills make thorough work of it. But, in general, the 
American legislator finds it hard to realize that power to 
contract is quite as important as power to expand. Our 
discussion at this point has really been anticipated in 
the study of redemption expedients as connected with 
providing for the security of the bank circulation. A 
brief recapitulation and the addition of one or two items 
are all that is necessary. 

To secure adequate contractility, we need two things, 
— suitable machinery through which to work the process 
of “homing” the notes, and adequate motive to induce 
the use of the machinery. This last would include the 
neutralizing of motives which tend to keep the notes out. 
By way of machinery, as we have seen, the most impor- 
tant thing is to offer better and more accessible redemp- 
tion facilities, as at the reserve cities, through the ordi- 
nary clearing-houses; the plan of Mr. Foster, as we 
remember, being particularly effective in that he divides 
the country into redemption districts for facilitating the 
redemption process. 

As regards methods for insuring that the machinery 
shall be used, and particularly by the note-holder, Mr. 
Foster’s scheme is again the best, in that it requires any 
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bank holding the notes of a bank outside its own district 
to return such notes to the clearing agency of the issuer’s 
district. Along this same line would act the provision 
proposed by Mr. Ripley before the House Committee in 
1894,— that national bank notes should no longer be legal 
tender between banks.* 

To furnish motive to the issuer to utilize the machinery 
of withdrawal, the different projects make more effort. 
Here the devices are numerous. They naturally divide 
themselves into two classes, according as they are directed 
to removing the inclination of the issuer to insist on keep- 
ing his notes out, or, on the other hand, as they seek to 
create a positive disposition earnestly to seek their with- 
drawal. Of course, the very first thing to be done — and 
most projects do this — is to repeal the provisions of the 
present law which discourage contraction (section 9 of 
the act of 1882, which limits the retirement of notes to 
three millions in any one month, and prohibits reissue 
until six months after retirement). Another method of 
attaining the result is to make the expense of issue less 
or the profit of issue greater, so that it will not be neces- 
sary to keep the notes out all the time, in order to cover 
the expense of issue. Any method of making the proc- 
ess of reissue less cumbrous would have the same ten- 
dency, the bank not being obliged to keep the notes out 
all the time to save trouble. In this direction will oper- 
ate the keeping of blank notes on hand. 

If now we seek to create a positive disposition on the 
part of the issuing bank to insist on withdrawal, the 
natural device is a tax. This tax may appear in the form 
of a simple levy or a graduated tax. In their anxiety to 
make the scheme sufficiently expansive, most of the bills 
give up the tax as a means for securing contractility, at 
least as applied to the ordinary circulation. Perhaps this 


*Also Professor Dunbar, in Quarterly Journal of Economics, vol. xii. p. 21. 
Kinley’s Independent Treasury, p. 263. 
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is true of them all. The bill of Mr. Foster, however, 
provides for a graduated tax which really uses the device 
for ordinary circulation, since it begins at a point so low 
(1 per cent.) that it would operate to permit, and 
doubtless is intended to permit, the use of the issues thus 
taxed in ordinary times. From the purely theoretical 
standpoint, this system seems decidedly the most promis- 
ing of all. Possibly, in practice some serious drawbacks 
might arise. 

Passing on now to consider the methods of securing 
emergency elasticity, two courses present themselves as 
open to the reformer. He may plan to give this property 
of elasticity either to the Treasury notes or to the bank- 
notes. Most schemes — perhaps all now before the coun- 
try —choose the bank-notes to work upon. It ought 
not, however, to be forgotten that it is perfectly possible 
to accomplish the desired result through the Treasury 
notes; and, in earlier reform agitations, this has been . 
urged. As far back as 1872 Comptroller Knox suggested 
the issue of interconvertible bonds, as they were later 
designated by Secretary Windom, who made a similar 
proposal in 1890. By this scheme the Secretary was to 
issue low-rate bonds, which could be converted into 
Treasury notes on demand, the notes, in turn, to be con- 
vertible into bonds whenever desired, and so on, in- 
definitely. This certainly promises to furnish a highly 
efficient and entirely automatic method of securing elas- 
ticity. The low rate of interest would insure that the 
bonds would be brought in to exchange for notes, when- 
ever money was scarce and discount rates high. On the 
other hand, a plethoric state of the currency, leading to 
an excessively low rate of discount, would at once be re- 
lieved by the turning in of the surplus notes into the 
Treasury in exchange for bonds, since at such a time, 
plainly, even low-rate bonds would be worth more than 
money. There seems no reason to doubt that the exist- 
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ence of such a provision during the months following the 
panic of 1893 would have greatly relieved the situation. 
However, of the many plans for reform now before the 
country, no important one, certainly, proposes the use of 
this device.* Almost every reformer, in trying to secure 
emergency, as also ordinary elasticity, sets to work 
through the bank circulation. 

In considering the different plans for securing emer- 
gency elasticity through the bank circulation, we again 
distinguish expansibility and contractility. The various 
methods of attaining expansibility involve several particu- 
lars,—the status of the note, the basis of issue, the limit of 
issue, and the machinery of issue. As to the status of the 
note, most plans deny to it any special legal tender char- 
acter: thus the Baltimore Plan and the Foster bill. The 
Walker bill, however, provides in section 17 for the issue 
to banks and the National Clearing House Association of 
a legal tender circulation, which is plainly intended as an 
emergency circulation, since it is subject to a higher tax. 
On the surface this provision seems best calculated to 
furnish what is wanted to allay the panic. The presence 
of a legal tender provision insures that the note will do 
the work, and hence it must operate in the strongest way 
to pacify the public mind. 

As to the basis of issue. The Walker bill uses for the 
emergency circulation securities approved by the Secre- 
tary of the Treasury. The Gilman bill depends on secu- 
rities deposited with and approved by the Clearing 
House Association. More liberal schemes rely only on 
the credit of the bank; as the Fowler bill, which permits 
credit issues up to the par value of the stock, but subject 
to a graduated tax. 

The limit of issue ranges from 25 per cent. of capital in 
the Baltimore Plan to such amount as the Secretary of 
the Treasury may decide upon in Walker’s bill. As to 

* Section 11 of the Commission bill makes possible the use of this power. 
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machinery, some depend on the Comptroller of the Cur- 
rency, some on the clearing-houses. The latter plan 
seems to offer the greatest probability of prompt and 
effective action, since the clearing-house is in constant 
and close touch with the banking world. 

To secure emergency contractility, the methods already 
considered under ordinary elasticity would of course be 
employed. To increase the inclination of note-holders to 
hurry the note in, Jordan proposes a premium for their 
return. This is to be made progressive, to insure prompt- 
ness. It seems to me that to make it regressive would be 
better. Lower the premium each month, and let it dis- 
appear altogether in, say, six months. 

To increase the inclination of note-issuers to withdraw 
them, the tax as before is employed; but it is pushed 
much further. Mr. Ripley proposes a tax increasing with 
the lapse of time.* The Foster bill divides the notes 
issued on credit into five equal portions, and, beginning . 
with 1 per cent., doubles the tax on each successive por- 
tion issued, making the final tax 8 per cent. 


The fourth object which every currency reformer must 
set before himself is the furnishing of better facilities for 
the country districts. For this object three chief expe- 
dients have been proposed. First, it is still urged, par- 
ticularly by the representatives of the South, that the 10 
per cent. tax on State bank circulation should be repealed, 
and thus the petty little banks all over the land be al- 
lowed to issue a local circulating note. In favor of this 
scheme it is said that these are the only banks that can 
flourish in remote country districts, and hence the only 
banks that can furnish a circulation, if these districts are 
to have one; that, further, the very badness of these 
notes, their lack of universal acceptability, makes them 
more desirable for the districts in question, since there is 


* Vale Review, November, 1892. 
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no danger of their going very far away from home or of 
their being sent to the great reserve centres. They are 
thus much more useful to the localities which issue them. 
On the other hand, it is probably to most minds an in- 
superable objection to this plan that it tends to restore 
the old complexity and uncertainty in the bank-note 
circulation, when every man doing business had to con- 
sult the bank-note detector for every transaction. It 
does not seem probable that this expedient has any 
chance for adoption. 

(2) The second method for accomplishing this object is to 
lower the minimum of national bank capital. At present 
this minimum is $50,000. Various bills before Congress 
in recent years have proposed to lower it to either 
$25,000 or $20,000. As has recently been shown in the 
Quarterly Journal of Economics,* this change would not 
materially help the matter,— at least, would not anything 
like completely accomplish the desired result, since, in 
those States which most need an increased country circu- 
lation, most banks have a capital considerably under 
$20,000, so that the minimum would have to be much 
lower in order to meet their needs. It is, further, to be 
said against this expedient that the issue of notes is too 
delicate a function for the small bank, which is almost 
inevitably manned by relatively inexperienced persons, 
and which, on account of the smallness of its capital, can- 
not give an adequate guarantee. 

(8) The third expedient, which has been much urged of 
late years, is the branch bank system. By this method, 
already existing banks would be authorized to establish 
branches with very small capitals wherever they choose, 
or, at least, within certain specified districts. This 
scheme would have several marked advantages. The 
system of parent and branches would furnish a natural 
circulatory system through which the capital of the great 


* October, 1897. 
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centres could be conveyed to the remotest districts; the 
managers of the village bank could easily be persons hav- 
ing experience, training, and knowledge of the banking 
business ; the notes would be backed by large resources 
in capital, and hence far better secured than if issued by 
small, independent village banks. Probably, this third 
expedient would be most generally approved by special- 
ists. As a matter of politics, however, it is more likely 
that the second will be adopted. 


We have now traversed in some fashion the ground laid 
out at the beginning of this study. We have briefly con- 
sidered the most important objects of currency reform, 
and have set forth somewhat more fully the particular 
expedients which have been proposed for accomplishing 
these several objects. For the sake of greater complete- 
ness, I had at first hoped to devote a few pages to the 
consideration of projects of reform as organic wholes, and, . 
in particular, to summarize and comment upon the most 
conspicuous bills now before Congress; but space limits 
forbid any attempt to carry out this plan. I must con- 
tent myself with the hope that this study of objects and 
methods will prove of some value in that preparatory 
training which will enable the student easily to compre- 
hend particular plans of reform, and so will tend to render 
a special treatment of such plans comparatively needless. 


F. M. Taytor. 


UntversiTy oF MICHIGAN. 


BIBLIOGRAPHICAL NOTE. 


The matter published upon the general subject of Currency Re- 
form is, of course, too abundant to justify any attempt to present an 
exhaustive bibliography. This note merely furnishes the student with 
references which give in full different projects of reform. Most of 
the bills which have been introduced in Congress can be found in the 
Reports of Hearings before the House Committees on Banking and 
Currency of the 538d and 54th Congresses. A number have been 
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reprinted in different issues of the well-known publication, Sound 
Currency (published at New York by the Reform Club). 

Baltimore Plan. Sound Currency, vol. iv., No. 2. 

Brosius Bill. Report of House Committee on Banking and Currency, 
53d Congress, $d Session, p. 149. 

Butler Plan. Jbid., p. 132. 

Carlisle Bill. Jbid., pp. 48, 80. 

Commission Plan. Sound Currency, vol. v., No.1. H. R. Bill 5855 
56th Congress. 

Cox Bill. Report of House Committee, 53d Congress, 3d Session, 
p. 358, 

Dunbar Plan. Quarterly Journal of Economics, vol. xii. p. 1. 

Ferris Bill. Report of House Committee, 58d Congress, 3d Session, 
p. 219. 

Fowler Bill. Sound Currency, vol. iv., No. 20. 

Gage Plan. Message to Congress, December, 1897. 

Gilman Bill. Report of House Committee, 53d Congress, 3d Session, 
p. 88. 
Gunton Bill (proposed). Jbid., p. 223. 

Harter Plan. Forum, vol. xii. p. 192. 

Hill Bill. Report of House Committee, 53d Congress, 3d Session, 
p. 135 and pp. 381, 382. 

Jordan Plan. Bankers’ Magazine, December, 1894. 

Kinley Plan. Independent Treasury, Chap. IX. 

Knox Plan. Forum, vol. xii. p. 775. 

Merriam Plan. Proceedings American Bankers’ Association, 1895. 

Walker Bill. Report of House Committee, 53d Congress, 8d Session, 
p. 5. 

Warner Plan. Sound Currency, vol. iv., No. 6. 

White Bill. Report of House Committee, 53d Congress, 3d Session, 
p. 90. 

Windom Plan (summary). Financial and Commercial Chronicle, 
vol. li. p. 852. 











NOTES AND MEMORANDA. 


SAMUEL BAILEY ON APPRECIATION. 


Ir may be of interest to economists, and perhaps also of 
some profit, to become acquainted with the remarkably clear 
and logical analysis of the causes and effects of appreciation, 
published early in the century by the English philosopher and 
economist, Samuel Bailey.* As Bailey’s work is probably not 
only little known, but also in general difficult of access, I need 
make no apology for quoting from it somewhat at length. 

In the course of his discussion on “ The Effects of Variations 
in the Value of Metallic Money on Pecuniary Contracts,” 
Bailey says: — 

In the case of a pecuniary loan, four changes may take place affecting 
the contracting parties: — 

1. Money may rise in value, in relation to other commodities, from 
an alteration in the market, originating on its own side. 

2. It may fall in value from a similar cause. 

3. It may rise in value from an alteration on the side of other com- 


modities. 
4. It may fall in value from such an alteration. 


Of these cases the first and second have had abundant dis- 
cussion from economists, nor does Bailey offer anything new 
or peculiar. The third and fourth cases have been less fully 
discussed, and what Bailey says of them is especially deserv- 
ing of attention. To make clear the course of his reasoning, 
it will suffice to state very briefly his treatment of the first 
case, and then to consider more fully that of the third case, as 
typical of the second pair. I will use Bailey’s own language 
freely : — 

1. To ascertain the effects of the first occurrence, suppose that A. 
lends B. one hundred pounds in the year 1830, and B. repays the same in 


* Money and tts Vicissitudes in Value; as they affect National Industry and 
Pecuniary Contracts: with a Postscript on Joint-stock Banks. By the Author ef 
The Rationale of Political Representation, A Critical Dissertation on Value, &c. 
(Samuel Bailey}. London, 1837. 8vo, pp. 224. 
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1840. In the interval the difficulty of obtaining an adequate supply of 
gold has increased to so great a degree that the same quantity of 
metal will purchase double the quantity of other commodities. 
When, therefore, A. receives back the sum lent, he obtains, indeed, 
only the same quantity of money; but that quantity has double the 
power in the market. He is, therefore, a fortunate man. 

B., on the other hand, has to pay what A. receives. ... Through the 
whole process of the fall of prices, he is continually losing, obtaining less 
and less for his commodity, and having to pay the same sum for the use 
of the money. At the expiration of the ten years he will probably have 
lost a considerable part of the original hundred pounds which he bor- 
rowed, and will have to repay the loan to A. by a sacrifice of his other 
property or by a tax on the products of his future industry in the shape 
of an annuity, or interest.... The whole affair resolves itself into a 
transfer from one to the other. 


That such an appreciation would have a harmful effect 
directly upon industry itself, Bailey demonstrates in another 
place. Industry in general is crippled, because the progressive 
element, “the industrious capitalist,” is subjected to an in- 
creasing burden as regards his fixed charges of all sorts and to 
a constant depreciation in the value of his stock, and because 
of “that want of confidence which always attends a general 
lowering of prices.” * 


8. The third case to be considered is a rise in the value of money from 
a change originating on the side of other commodities. Suppose the 
facility of producing all commodities except gold were so increased that 
they could be supplied at prices 50 per cent. lower than when A. lent the 
one hundred pounds to B. What would be the effect on the parties to 
the contract ? 

In regard to A., the lender, the effect would be the same in many 
respects as if the increased value of money had arisen from circum- 
stances acting directly on the precious metals. He would be enabled at 
the end of the term to command double the quantity of commodities. 
He would not, however, be able to command double the quantity of 
labor; and there might be a few other cases of exception. 

To the borrower, B., the effects of a reduction of prices in this case 
would be very different from those in the other. In the supposed fall of 
prices from a deficient supply of the precious metals, he was obliged to 
sell his commodities for a low price without a proportionate diminution 
in the cost; but now he sells them at a less price only because they cost 
him less. The fact of their costing him less implies that he has invented 
or adopted improved methods of production; and it is probable that these 


*See pp. 82, 83, 87, 111-113, 
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new methods have enabled him, at the outset at least, to obtain extraor- 
dinary profits. The fund, therefore, out of which he has to pay inter- 
est on the loan is, on the least favorable supposition, undiminished, and 
in all likelihood increased. But there is still another advantage which 
he possesses in this case beyond what he possessed in the former one. 
Then, although the prices of the commodities which he personally con- 
sumed, fell in the same proportion as the commodity which he prepared 
for market, yet, his profits being more than proportionally reduced, he 
could no longer command the same quantity of such commodities out of 
his net residue; now, not only the prices of commodities are proportion- 
ally reduced, but his net residue remains undiminished or is even aug- 
mented, so that he can command a larger quantity of desirable articles. 

In this case, therefore, while A., the lender, obtains a great advan- 
tage, B., the borrower, sustains, at the worst, no loss,— nay, even partici- 
pates in the general gain. 

In the former instance of a rise in the value of money originating on 
its own side, there was no fund out of which A. could gain, but the loss 
sustained by B. and others. Here, on the contrary, there is a fund out 
of which both draw an advantage; namely, the increased quantity of 
commodities produced by the same quantity of labor. Of these com- 
modities they both simultaneously obtain a greater portion.* 


Now what has actually taken place of late years in the. 
western world is a realization of Bailey’s third case. Speak- 
ing in round terms, there has been no diminution in the 
quantity of metallic money either absolutely or relatively to 
population, If we take into account the devices which econo- 
mize the use of specie and multiply its effect, the quantity of 
money has greatly increased. Nevertheless, there has been a 
marked general fall of prices, or appreciation of the money 
unit, which must thus have arisen from “an alteration on the 
side of other commodities.” That the rapid march of inven- 
tion and enormous extension of business is a sufficient cause 
for this “ alteration ” can be readily understood. Under this 
régime of falling prices, however, no one has suffered absolute 
hardship because “such alterations in prices, unlike those 
which spring from variations in the quantity of money, are 
always limited to the commodity in which the improvement 
takes place.” That is to say, if the price of the product of 
any particular industry has fallen even more rapidly than the 
average rate of fall, there has been no hardship, because this 


* Pages 115-117. t Bailey, p. 86. 
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has been accompanied by increased productive power. The 
price of the commodity has fallen (barring violent changes in 
demand) precisely because increased powers of production 
have depressed the market with a greatly increased output. 

There has been, therefore, under these circumstances, no 
absolute hardship as regards the producers in any industry 
considered as a whole, as a homogeneous body. In any large 
industry, however, the body of producers is not homogeneous, 
so that, if individuals and groups of individuals (as of different 
countries) are not to suffer, it is only on condition that the 
lowered prices, the result of increased output, are due to 
improvements which all share alike, and that the market is 
elastic enough to take off the whole of this output. 

As a matter of fact, the improvements do not spread equally 
over the whole body of producers in a widely extended indus- 
try; and, moreover, for most commodities the elasticity of 
demand is confined within rather narrow limits. Those pro- 
ducers who for any reason lag behind in a progressive age, and 
have lower prices thrust upon them by the improvements of 
others, suffer hardship, and may even be driven from that 
industry altogether. The improvement which in the last 
twenty years has occasioned such a heavy fall in the world’s 
prices of agricultural products has been chiefly the opening up 
of new lands, first in America and later in Russia and Argen- 
tina, This, in the nature of things, was something which 
could not be repeated on the old lands. The margin of culti- 
vation in the older parts of America as well as in Europe has 
been receding, and the surplus cultivators have been forced 
into other occupations. But these are questions of the partic- 
ular inequalities of industrial conditions, and the necessary 
readjustment of industries relatively to each other in a pro- 
gressive world. They are wholly different from the general 
question as to how the quantity of money affects as a common 
cause the prices of all products in all industries. While “gen- 
eral prices,” or the “average” of the scale of prices at any 
time, is made up of particulars, the position of the particulars 
relatively to each other in the scale is quite outside the mone- 
tary problem. The question of justice in the matter of prices 
is not one of correcting the “unearned increment” of some 
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producers or the earned or unearned losses of others. It is a 
question of securing a just expression in terms of money of 
the value of the product of the average producer in the aver- 
age situation. 

To continue, let us now turn to Bailey’s treatment of the 
ethics of the two sorts of appreciation,—the adjustment in 
accordance with “rigid justice” of the effects of each sort. So 
far as the means of adjustment are concerned, Bailey nowhere 
considers that a manipulation of the money supply might be 
resorted to in order to keep its value constant, #.¢., to maintain 
a certain level of general prices. He considers only the pos- 
sibility of some sort of court or commission which should so 
modify pecuniary contracts as to secure equitable satisfaction 
in each instance. This latter method, while far more difficult 
of application than the former, would have the merit of being 
much more exact. By manipulation of the money supply the 
prices of all products would be affected alike, both those 
which had fallen the average amount and those which had 
fallen more or less; while those which had risen would be 
raised still further. As to the question of “rigid justice,” he 
reasons as follows: — 


It appears in case No. 1 that an adherence to the principle of quan- 
tity, though it would be literally according to agreement, would be virtu- 
ally unjust, and that, if value were the criterion applied, neither party 
would be at all injured. As A. could gain only by the loss of B., and 
that in a manner not contemplated by the parties themselves, it would 
seem quite fair, were it practicable, that at the end of the term during 
which the loan continues they should be placed in the same virtual posi- 
tion as they were in at the beginning. .. . 

In the case numbered 8, where the facility of production is supposed 
to be doubled, both parties are gainers. One does not profit at the 
expense of the other; and consequently there can be no pretext for inter- 
fering with the literal construction of the contract, as a contract for 
quantity without reference to value. There is not even the ostensible 
ground that the alteration in prices has originated on the side of the 
metal in which the bargain has been made. 

It is true that A., at the expiration of the loan, obtains a quantity of 
money, which, although the same in weight, commands double the 
quantity of commodities. But this is an advantage common to the 
whole community. It is shared by the borrower B. If B., nevertheless, 
were to repay only half the sum originally borrowed, under the notion 
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that £50 would give to A. the same command of commodities that £100 
did when the loan was originally advanced, A. would be the only person 
not benefited by the progress of society. B. would be twice benefited,— 
once in the way already described, and once by repaying only half the 
quantity of money borrowed. There is no reason why A., the lender, 
should not partake in the advantages derived by the community at large 
from improvements in production, in which his capital is, in truth, one 
of the instruments. It is a participation in a newly created fund, and 
not a mere transference of property belonging to others.* 


To these latter propositions the present writer cannot agree. 
The lender in the case supposed does profit at the expense of 
the borrower. Not to the latter’s absolute loss to be sure, but, 
nevertheless, to his detriment. The borrowers, as a class, 
have made the improvements in production; and they, as a 
class, should reap the whole advantage of them. The “newly 
created fund ” of wealth is theirs; and, no matter how rich they 
are getting, if any other class has any “participation” in it, 
without their wish or consent, they may well feel aggrieved. 

But, while there may be injustice of this sort arising from an 
appreciation of money from causes acting “on the side of 
other commodities,” it is not of sufficient urgency to warrant 
the running of great risks to find a remedy; and any sort of 
remedy to be applied by a democratic government is full of 
risks. Yet something is gained in the discussion of this and 
other social questions by the frank acknowledgment of the 
existence of difficulties, even though no feasible remedy may 
be in sight. 
C. W. Mixter. 


HARVARD UNIVERSITY. 
* Pages 119-121. 
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Ar its last meeting, held in December, 1897, the Council of 
the American Economic Association appointed a Committee 
on the Scope and Method of the Twelfth Census, which is 
expected to make a report at the meeting of the Association 
to be held toward the close of the current year. The com- 
mittee consists of Professor Richmond Mayo-Smith, chairman, 
and Messrs. W. F. Willcox, C. D. Wright, R. P. Falkner, and 
D. R. Dewey; and it is now engaged in inquiries on the scope 
and method of the Eleventh Census, the impressions of those 
who have used it as to the accuracy and helpfulness of the 
published results, and the lessons taught by the experience of 
this country and of others as to the plan on which the cen- 
sus should be conducted. The committee invites the co-opera- 
tion of all competent persons, and suggestions and criticisms 
addressed to the chairman or to any member will be welcome. 

A similar committee was appointed by the Association on 
Currency Reform, of which Professor F. M. Taylor is chair- , 
man, the other members being Messrs, J. W. Jenks, D, Kinley, 
8. Sherwood, and F, W. Taussig. 





Durine the quarter, two important books, already an- 
nounced for publication in previous bibliographical lists, have 
claimed the attention of students of social questions,— Mr. and 
Mrs. Sidney Webb’s Industrial Democracy and M. Levas- 
seur’s L’ Ouvrier Américain. We note also several impor- 
tant additions to the helpful literature on monetary subjects, 
in Mr. A. D. Noyes’s Thirty Years of American Finance, 
Mr. H. B. Russell’s International Monetary Conferences, and 
Major L. Darwin’s Bimetallism. 





Tue firm of Guillaumin in Paris announces a Dictionnaire 
du Commerce, de 0 Industrie, et dela Banque, under the edi- 
torships of Messrs. Yves Guyot and A. Raffalovich, with a 
long list of able collaborators, It is addressed to men of 
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affairs as well as to the general public and to students of 
economics, and exact and detailed treatment of the facts of 
industry is promised. Two volumes will be issued, in parts, 
beginning in March of the present year. The price for the 
whole is 50 francs. 





Tue act for the purchase of the main lines of railway in 
Switzerland by the state, to which reference was made in the 
last issue of this Journal, was submitted to referendum on 
February 20, and was approved by a heavy majority, 384,146 
votes against 117,130. It may be regarded as settled, there- 
fore, that public ownership and management of railways will 
take the place of private in this democratic community. 





THE correspondence recently published between the British 
government and the American Commission on International 
Bimetallism states the precise proposals which were submitted 
by that commission, and the course of the negotiations with 
regard to them. The commission, it will be recalled, consisted 
of Senator Wolcott and Messrs, Paine and Stevenson, and was 
sent abroad in the spring of 1897. Senator Wolcott gave a 
summary account of the negotiations in a speech delivered in 
the Senate on January 17, and the correspondence has been 
printed as an appendix to this address as well as in the 
British Parliamentary papers. 

It appears that the commission first secured some adhesion 
from the French government; the extent of this adhesion 
being, as stated by the French ambassador at a conference 
held in London July 15: (1) that France desired the reopening 
of the mints of all commercial countries to the free coinage of 
silver at 153 to 1; (2) that the reopening of the Indian mints 
alone would not be regarded by France as ground for reopen- 
ing the French mint to free coinage ; (3) that the annual pur- 
chase of silver by England of, say, £10,000,000 “nominal 
value,” though “only a palliative,” would not be “excluded 
from view ” as a contribution by England towards maintaining 
the value of silver. 
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The American commissioners laid before the British gov- 
ernment (July 12) the following proposals : — 


1. The opening of the Indian mints and the repeal of the order * mak- 
ing the sovereign legal tender in India. 

2. The placing of one-fifth of the bullion in the issue department of 
the Bank of England in silver. 

8. (a) The raising of the legal tender limit of silver to, say, £10. 

(b) The issue of 20-shilling notes based on silver which shall be legal 
tender. 

(c) The retirement, gradual or otherwise, of the 10-shilling gold 
pieces, and substitution of paper based on silver. 

4. An agreement to coin annually £—— of silver. [Present silver 
coinage average for five years about £1,000,000, less annual withdrawal 
of worn and defaced coin for recoinage, about £350,000.] 

Alternative proposal.—4, Agreement to purchase each year £—— 
in silver at coinage value. 

5. The opening of English mints to the coinage of rupees and of a Brit- 
ish dollar, which shall be full tender in Straits Settlements and other 
silver-standard colonies, and tender in United Kingdom to the limit of 
silver legal tender. 

6. Action by the colonies and coinage of silver in Egypt. 

7. Something having the general scope of the Huskisson plan.t 


Clearly, the question to be disposed of before any further 
steps could be considered was as to the opening of the Indian 
mints to silver. That question was referred by the British 
government to the government of India, whose negative an- 
swer, dated September 16, 1897, brought the negotiations to an 
abrupt close. The answer was framed on the supposition that 
the United States and France would coin freely at 15} to 1. 
It stated in substance that the proposed action by France, the 
United States, and India “certainly could not... succeed in 
establishing stability in the relative value of gold and silver” ; 

*This is perhaps to be construed as an expression of desire that no such order 
should be issued, since this precise step seems not to have been taken, 


+ The “ Huskisson plan” here referred to is contained in a paper prepared by 
Huskisson in 1826, and apparently first printed in 1868 in the Wellington De- 
spatches, 2d Series, vol. iii. p. 98 (the document was sent by Canning to Welling- 
ton). Itis reprinted in Mr. H. H. Gibbs’s Colloguy on Currency (1894), Appendix, 
p. xlvii. Huskisson proposed the receipt by the English mint, on deposit, of silver 
in quantities of not less than 200 ounces; the issue of certificates (none less than 
£50), which should state the equivalent value of the silver in ‘‘our money,”’ 4.¢., 
gold, at the ratio of 15} to 1; ‘‘ these receipts to circulate as money in all trans- 
actions,” 
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that, in any case, such a three-sided agreement was in great 
risk of termination ; that the proposed change, so far as it 
attained the object, would depress Indian industries for some 
time, if not permanently; and that the experiment of closing 
the mints begun in 1893 had better chances of success than a 
partial international agreement. It was intimated also that 
the rate of exchange between gold and silver desirable for the 
interests of India was about 22 to 1, i.e., the rupee at 16d. 
The British government, on communicating the decision from 
India, politely asked whether the American and French repre- 
sentatives desired to proceed; but, as Senator Wolcott stated 
in his speech reviewing the negotiations, “the refusal must be 
considered as final until the failure of the experiment upon 
which the India government has entered shall be demon- 
strated.” 





Some recent decisions of the Supreme Court of the United 
States have defined, in terms new in some respects, the consti- 
tutional powers of a State as regards the taxation of corpora- 
tions organized under the laws of another State; while the 
conditions under which the cases arose, and the mode in 
which the taxes were applied, illustrate once more the anom- 
alies of the traditional American tax methods. 

An Ohio statute of 1893, known as the “ Nichols law,” * had 
provided that telegraph, telephone, and express companies 
should be taxed on “the true value in money of the entire 
property within the State of Ohio... in the proportion 
which the same bears to the entire property of the said com- 
panies.” The proportion of the “entire property” within the 
State and taxable by it was to be ascertained by a State 
board appointed for the purpose. From the taxable sum made 
out by this board the assessed value of real property taxed 
within the State was to be deducted. The remainder was 
then to be apportioned among the several counties. As to 
express companies, whose treatment, as typical of the whole, 
may be followed in detail, each county was to be assigned 
the proportion which the gross receipts from business in its 


*90 Ohio Laws, 330 (April 27, 1893). 
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limits bore to the total gross receipts in the State. On this 
sum taxes were to be levied by the county authorities at the 
local rate on property in general, In the case of the Adams 
Express Company the State board took as measure of the 
“true value of the entire property” the market value of its 
total capital stock, while the proportion in the State of Ohio 
was measured by the mileage of the company’s lines within 
the State as compared with the total mileage in the country 
at large. By this process the company was assessed for taxes 
on the round sum of $533,000. 

A similar statute was passed at the same time in Indiana.* 
It differed from that of Ohio in applying tax machinery of this 
kind to sleeping-car and dining-car companies, as well as to 
telegraph, telephone, and express companies, and in providing 
specifically that the market value of stock plus bonds was to 
be the measure of each corporation’s total property, while the 
mileage of lines within Indiana was to gauge the proportion 
of property taxable within the State. 

The Ohio courts declared this method of taxation to be not. 
repugnant to the constitution of the State.t The question was 
then carried before the Supreme Court of the United States 
as to its validity under the federal Constitution. It was con- 
tended that it was in violation of the clause giving Congress 
the power to regulate commerce, and also of that inhibiting 
deprivation of property without due process of law. A 
divided court (5 to 4) held that the Ohio statute and the 
similar statute in Indiana were not unconstitutional.t The 
decision, if not in reversal of others of earlier date, was at 
least of different trend. The power of Congress to regulate 
commerce, and the consequent limitations of the powers of the 
States, had been the basis of decisions which tended greatly to 
restrict the application of taxes to other property than that 
existing in tangible form within a State’s borders. Under the 
construction now given to the federal Constitution a wide field 
is opened for the taxation of corporations carrying on opera- 
tions within the several States but not incorporated under 

* Indiana Laws, 1893, p. 374. t State v. Jones, 51 Ohio State, 492. 


t Adams Express Company v. Vhio, 165 U.S. 194, 166 U. 8, 185, February and 
March, 1897. 
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their laws; the mode in which this shall be done being left 
to the discretion of the States, and subject to their views of 
expediency and equity. 

If every State were to adopt the Ohio method, and were to 
content itself with that, the result would not be inconsistent 
with the traditional American tax system. Not only this. If 
combined with its logical corollary, the exemption from taxa- 
tion of the securities issued by the taxed corporations, it 
would have important administrative advantages. To tax 
interstate corporations in every State on their property or in- 
come-yielding operations within the State, in some reasonably 
ascertained proportion to their total property or total opera- 
tions, is, if not an easy task, certainly no such hopeless one as 
that of taxing the shares held by individual stockholders. 
But it is an obvious corollary that, where the corporation is so 
taxed at the source, the stockholders should not be taxed once 
more on their individual holdings. If every State were to tax 
interstate corporations as Ohio and Indiana do by the leg- 
islation described, and were also to tax securities of the corpo- 
rations held by individuals, the result would be flagrant double 
taxation. 

As it happens, the State of Ohio, under the letter of its 
laws, taxes doubly in precisely this manner,—nay, does 
more, and may be fairly said to tax triply and quadruply. 
Shares of the Adams Express Company are taxable to the 
holder in Ohio to their full market value ; and, if they fail to be 
taxed in fact, the result is due not to any virtue in the law or 
its administrators, but to those evasions and equivocations 
which have brought the entire American system of taxing 
personal property into such disrepute. Further, in Ohio, 
horses, wagons, and like tangible personal property of ex- 
press companies (to follow this particular case to the end) 
are taxable by the local bodies, notwithstanding the taxation 
of the corporation itself for the “entire property” in Ohio. 
Fourthly and lastly, express companifés are taxed in Ohio on 
their gross receipts in the State at the rate of 2 per cent. 
This excise had been imposed in 1894,* on the recommenda- 


*91 Ohio Laws, 237 (May 14, 1894). The revenue from the tax on gross receipts 
is covered into the State treasury. 
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tion of the able Ohio Tax Commission of 1893, being designed 
as a substitute for the Nichols act of 1893, whose constitu- 
tionality was then thought more than doubtful. As it hap- 
pens, this statute has been upheld and is still in force ; and the 
substitute also remains. The result is an accumulation of ex- 
actions which, if imposed and enforced wherever such a com- 
pany carried on its operations, might easily be ruinous, and 
certainly could be defended on no grounds of principle. 

In the decision of the federal Supreme Court on the Ohio 
statute, it was pointed out that the security for rational taxa- 
tion must lie in the sense of equity among the people and 
legislators of the several States, and that constitutional re- 
strictions should not be stretched in this case or in others to 
cover objects possibly desirable in themselves, but not properly 
within their scope. The soundness of this principle is incon- 
testable; and, if the liberty which it leaves for the several 
States sometimes results in anomalies such as have just been 
pointed out, the remedy must be sought in the good sense and 
good faith of the people and their representatives. The in- 
itial step in the course of legislation in Ohio, that of taxing the 
corporation itself on its “property,” is in many ways com- 
mendable. It remains to be seen whether the State will con- 
tent itself with accomplishing this once for all, or will continue 
to exact double and treble taxes from the same source. 
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APPENDIX. 


A BILL FOR THE ESTABLISHMENT OF A SWISS 
FEDERAL BANK OF ISSUE (18 JUNE, 1896). 


I. GENERAL PROVISIONS. 


ARTICLE 1. Under the name “Schweizerische Bundesbank, 
Banque de la Confédération Suisse, Banca della Confederazione 
Svizzera,” the Confederation establishes a State Bank under sepa- 
rate administration, endowed with the rights of a legal person. The 
Bank shall have the exclusive right to the issue of bank-notes. The 
main object of the Bank shall be to regulate the circulation of money 
in the country and to facilitate payments. It shall further under- 
take without compensation the care of the finances of the Confed- 
eration, so far as they may be intrusted to it. 

ArT. 2. The Confederation guarantees all obligations of the 
Bank so far as the assets of the Bank may not suffice to meet them. 

Art. 3. The main seat of the Bank shall be in Bern. With the 
consent of the governments of the several Cantons, to which no con- 
ditions may be attached, it shall have the right to establish branches 
and agencies at any place in Switzerland. It is authorized to ac- 
quire by purchase existing banks of appropriate scope, and may con- 
tinue them as branch banks, after liquidation of such operations as 
may not be appropriate. Each Canton is entitled to the establish- 
ment of a branch or agency of the Bank in its territory. In the 
establishment of agencies regard shall be had in the first instance to 
the already existing Cantonal banks and banks in whose adminis- 
tration the Cantons have a share. 

Art.'4. The capital of the Bank shall be 25,000,000 frances, di- 
vided into shares of 10,000 francs each. It shall be paid in on the 
day when operations begin. It may be increased by vote of the 
Federal Assembly to 50,000,000 francs. 

‘Two-fifths of the capital may be subscribed to by the Cantons; 
three-fifths, and as much more as the Cantons may not take up, shall 
be provided by the Confederation. The Confederation shall secure 
the funds for its subscription by the issue of debentures not redeem- 
able by the creditors. 
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The apportionment among the Cantons shall be so made that each 
Canton shall be entitled to at least ten shares each, half-cantons to at 
least five shares. The remainder shall then be apportioned on the basis 
of population. The Cantons shall not be required to take shares, 
and, if they do so, shall assume no liability beyond the amount sub- 
scribed for. The shares shall be issued in the name of the Confed- 
eration and of the Cantons. They may be transferred to administra- 
tive organs or to public funds of the Confederation, and, with the 
consent of the Federal Council, to those of the Cantons. They may 
not be transferred to private persons. 

Art. 5. The Bank and its branches may not be taxed in the Can- 
tons. 

It is reserved to the legislation of several of the Cantons to impose 
stamp taxes on bills [ Wechsel], checks, and other obligations. Only 
documents [Akte] issued by the Federal Bank, including reeeipts 
given by it, are exempt from such taxes. 


II. OprerATIONS OF THE FEDERAL BANK. 


Art. 6. The Federal Bank shall be limited to the business of a 
pure bank of issue, deposit, and discount. As such, it shall be en- 
titled to undertake the following operations, and these only :— ; 

1. The discount of bills on Switzerland having not more than three 
months to run, and having the signatures of at least two persons of 
known solvency. 

2. The sale and purchase of foreign bills, having not more than 
three months to run, and having the signatures of at least two per- 
sons of known solvency. 

8. Loans at interest on the pledge of securities for a period of 
not more than three months. Shares shall not be accepted in pledge. 

4. The purchase of interest-bearing evidences of debt issued by the 
Confederation, the Cantons, or foreign States, payable to bearer and 
of easy realization, but only for the purpose of temporary invest- 
ment. 

5. The acceptance of deposits with or without payment of interest. 

6. The purchase and sale of the precious metals for account of the 
Bank or for others, and loans secured by their deposit. 

7. The issue of gold and silver certificates in accordance with reg- 
ulations to be issued for the purpose. 

8. Check, draft, and collection [Jnkasso] operations. 

9. The acceptance for safe keeping and management of securities 
and valuables. 

Art. 7. The Federal Bank shall be obliged: (1), wherever it has 
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agents, to receive payment without charge on behalf of the Confed- 
eration and of its administrative organs, and similarly to make pay- 
ments up to the amount standing to the credit of the Confederation ; 
(2) to accept for safe keeping or management, without charge, secu- 
rities belonging to the Confederation and under its administration. 


III. Issuz aND REDEMPTION OF BANK-NOTES, AND SECURITY 
FOR THEM. 


Art. 8. The Federal Bank shall have the right to issue notes 
according to the needs of trade, within a maximum limit to be fixed 
by the Federal Legislature. The manufacture, retirement, and de- 
struction of the notes, shall take place under the supervision of the 
Federal Department of Finance. 

Art. 9. The notes shall be issued in denominations of 50, 100, 
500, and 1,000 francs. In extraordinary cases the federal legislature 
may ‘authorize temporarily the issue of notes in smaller denomina- 
tions. 

ArT. 10. The total amount of notes outstanding shall be covered 
by cash or by gold bullion reckoned at its market value or by for- 
eign gold coins or by bills on Switzerland or on foreign countries. 
The reserve in specie shall be at least one-third of the notes in cir- 
culation. 

Art. 11. The Bank shall further be pledged at all times to cover 
all debts due on short time by bilis on Switzerland or on foreign 
countries or by cash or gold bullion. Debts due within ten days 
shall be reckoned for the purposes of this article as due on short time. 

Art. 12. The Federal Bank shall redeem its notes at par in legal 
tender money (a) at its main office in Bern in any amount on de- 
mand, () at its branch offices and agencies so far as their cash on 
hand and cash requirements may permit, but in any case within 
such period as may be necessary to procure the needed cash from the 
main office. 

At the branch offices and agencies the redemption services shall be 
organized with due regard to the needs of the respective localities. 

Art. 18. The Federal Bank shall at all times receive its notes 
both at the main office and at branches at par in payment of debts 
and for the establishment of credits [Guthaben]. The treasury offices 
of the Confederation shall also receive the notes of the Bank at par 
in all payments. No further obligation for the acceptance of the 
notes shall be established except under necessity in times of war. 

Art. 14. Damaged notes shall be accepted by the Federal Bank 
at par, provided the bearer produces more than one-half of the note, 
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or, in case of presentation of less than half, proves the destruction of 
the remaining part. The Bank shall not be obliged to make com- 
pensation for notes lost or destroyed. 

Art. 15. Worn and damaged notes may not be reissued by the 
Bank or by its agencies. 

Art. 16. All controversies at law arising in connection with the 
issue of notes shall be subject to the jurisdiction of the federal 
courts. 


IV. Accounts, Prorits, Surpius, PusBuicity. 


Art. 17. The accounts of the Bank shall be approved by the 
Federal Assembly. They shall close with each calendar year. The 
balance sheet shall be made up on the principles of Article 656 of the 
Code of Contracts. 

Art. 18. Of the net profits shown by the statement of profit and 
loss, 25 per cent. shall first be carried to surplus. Out of the excess, 
interest at the rate of 3 1-2 per cent. shall be paid on capital. If the 
excess does not suffice to yield 3 1-2 per cent., the deficit shall be made 
up from the surplus fund. The remainder of the net profits shall be 
divided among the Cantons. The distribution among the Cantons 
shall be in proportion to population, as given in the last preceding 
federal census. 

Art. 19. The surplus fund shall be invested in domestic or for- 
eign public securities. In the annual accounts, interest on the sur- 
plus fund shall be no charge against the profits. 

Art. 20. The surplus shall be the property of the Bank. It may 
be applied only to cover impairments of capital, and to complete the 
dividend on capital at 3 1-2 per cent., as provided in Article 18. 

Art. 21. The Bank shall publish from time to time the rate at 
which it will make loans and discounts. It shall publish each week 
a statement of its assets and liabilities, and each year a general bal- 
ance sheet. 


V. ADMINISTRATIVE ORGANS. 


Art. 22. The organs of the Federal Bank shall be: (a) for 
supervision and control, the Bank Council and the Local Committees ; 
(6) for administration, the Directorate and the Local Directors. 

Art. 23. Supervision and control shall be exercised by a Bank 
Council consisting of twenty-five members elected for a term of four 
years. Fifteen members shall be chosen by the Federal Council, and 
ten by the Cantons. In the selection of members due regard shall be 
had to the several commercial centres and districts of Switzerland. 
Vacancies shall be filled for the remainders of the terms. 
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Art. 24. The President and Vice-President of the Bank Council 
shall first be named by the Federal Council ; thereupon the Cantons 
shall elect ten members; thereafter the Federal Council shall elect 
the remaining thirteen members. 

Art. 25. [Regulates the mode of election of members of the Bank 
Council on the part of the Cantons.] 

Art. 26. The more immediate supervision and control shall be 
exercised by a committee consisting of five members of the Bank 
Council, elected for the period of four years. This committee shall 
consist of the President, the Vice-President, and three other members 
to be appointed by the Bank Council. 

Art. 27. The Bank Council shall hold meetings at least once a 
quarter. It can be convened for extra meetings at the call of the 
President or at the demand of seven members. [Further regulations 
follow as to the meetings of the Bank Council.] 

Art. 28. Supervision of the branches shall be exercised by Local 
Committees. These shall consist of not less than five nor more than 
ten persons, to be chosen by the Bank Council for a period of four 
years, by preference from among reputable merchants and business 
men of the locality. Members of the Bank Council residing in the 
locality are eligible to membership. From among the members the 
Bank Council shall designate a Chairman and Vice-Chairman. The 
Local Committees shall meet as often as occasion shall require, and a 
majority of their members shall constitute a quorum. 

Art. 29. The Directorate shall be the administrative and execu- 
tive body, and shall carry out the objects of the Bank within the 
limits set by the laws and by-laws. It shall represent the Bank in 
foreign countries. It shall be the superior authority for all officials 
and employees of the central administration as well as of the Local 
Directors. The Directorate shall consist of not less than three nor 
more than five members, who shall reside permanently at the main 
office of the Bank. The members are appointed by the Federal 
Council for a period of six years, upon nomination made, subject to 
no restriction, by the Bank Council. The Federal Council shall elect 
from among the members of the Directorate the President and Vice- 
President. 

Art. 30. The Local Directors shall be at least two in number, 
appointed for a period of four years upon nomination, subject to no 
restriction, by the Bank Council. They shall undertake the respon- 
sible administration of the branches in accord with the instructions 
issued by the Directorate and with the general by-laws. They are 
the immediate superiors of the officials and employees in their re- 
spective branches. 
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Art. 31. (a) A member of the Federal Assembly may not be a 
member of the Bank Council, of the Directorate, or of the Local Di- 
rectors. (b) A member of the Bank Council may not be a member 
of the Directorate or one of the Local Directors. 

Art. 32. Officials and employees at the main office of the Bank 
shall be appointed by the Directorate. Other officials and employees 
shall be elected by the Bank Council on nomination by the Local 
Directors and approval by the Directorate. 

Art. 33-38. [Provisions as to the eligibility and legal status of 
the different officers. Obligatory secrecy as to business operations. 
Salaries of officers. Tantitmes prohibited.]} 


VI. SuPpeRVISION BY THE FEDERAL ASSEMBLY. 


Art. 39. The Federal Assembly shall exercise general supervi- 
sion over the Bank. For this purpose each House shall appoint Aud- 
iting Committees of not less than five nor more than seven members, 
to be appointed for a term of three years identical with the term of 
the legislature. The two committees shall unite for the auditing 
and approval of the annual balance sheet and report, and for the 
consideration of regulations to be made or approved by the legis- 
lature. For other purposes the committees shall act in accord with 
the general laws regulating the transaction of business on the part 
of the two Houses. The committees, or their representatives duly 
appointed for the purpose, shall have at all times unlimited access to 
all the beoks and operations of the Bank, subject to the require- 
ments as to secrecy made in Article 34. 


VII. PENALTIES. 


Art. 40-47. [Penalties for counterfeiting or raising notes, manu- 
facturing plates, illegal issue of notes.] 


VIII. TRANSITIONAL PROVISIONS. 


Art. 48-50. [Provisional elections for Bank Council and Director 
ate, and provisional action by them. The Bank to open when all 
the capital has been paid in, and the main office and four branches 
organized. ] 

Art. 51. After the date of the acceptance of this act the Federal 
Council sha)l be authorized to refuse permission for the reissue of 
notes by existing banks of issue or for an increase of their issues. 

Art. 52, Within a period not exceeding two and a half years 
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after the opening of the Federal Bank for business, old notes shall 
be retired. Each bank of issue shall retire at the close of each quar- 
ter at least one-tenth of its outstanding notes, or shall deliver in cash 
such sums as may not have been so retired. If more than one-tenth 
of the issue is retired in any quarter, the excess may be carried over 
to later quarters. The notes retired and to be destroyed shall be 
delivered to the Federal Controlling office. Sums to be paid in cash 
shall be delivered to the Federal Bank. 

Art. 53. With the last instalment each bank of issue shall hand 
to the Federal Bank a detailed statement of the notes still outstand- 
ing. The Federal Bank shall undertake the payment of such notes 
during a period of thirty years from the date mentioned, and shall 
destroy them after payment. At the close of this period the amount 
of any notes not presented for payment shall be credited to the 
Swiss Pension Fund. For any banks which shall deliver to the Fed- 
eral Bank before the lapse of the two and a half years the amount of 
their outstanding notes, the Federal Bank shall undertake the im- 
mediate and unconditional payment of their notes. 

Art. 54-56. [Further provisions as to the period of transition and 
as to the final taking effect of the act. ] 








